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A Banker’s Diary 


Mid-July—Mid-August 


[HE money market has had a quiet month. The holiday 
expansion in the note circulation has to some extent 
as depleted the supply of cash, but there is 
*, he evidence that care is being taken to prevent 
ns eeu ini 
Market 2y real shortage and there was never any 
lack of funds. Moreover, the market has 
at times only secured a relatively small allotment of new 
freasury bills. Thus for the week ended June 17 only 
22 per cent. of the total allotment of £36 millions went at 
the minimum price, while a fortnight later the market 
only secured 19 per cent. of a total allotment of {£40 
millions. This shortage of new bills has at times tended 
to restrict the volume of business, for while the clearing 
banks have been ready buyers, bill-brokers were not 
always willing sellers simply because they had not many 
bills to spare. Rates are now back at their normal low 
level, after their June firmness. The market is paying 
fgg 17s. 4d. per cent. for the new Treasury bills and 
re-selling them to the banks at $ per cent. Three months’ 
bank bills are quoted at }3—;°, per cent. for the finest bills. 
By the middle of August it was reported that there was 
less outside bond money available, and it was suggested 
that rates were a little firmer. There was, however, still 
outside bond money available at 3 per cent. 


OveR August Bank Holiday the note circulation estab- 
lished a new high record of £503-8 millions. Some of the 
holiday notes have since returned, and the 

The Note circulation on August 18 was down to {491-0 
Circulation millions, but on August 4, when the peak 
occurred, the Reserve was as low as {23-6 

millions and the Proportion down to 16-6 per cent., or 
to the lowest level since Christmas, 1925. These low 
figures naturally occasioned some comment, for under 
more normal conditions they would have called for 
remedial action. To-day, with the Bank of England no 
longer bound to pay out gold on demand, with the 
fiduciary note issue below the normal level, and with 
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gold reserves immediately available in the Exchange 
Equalisation Account, the contraction in the Bank’s 
Reserve possessed little significance, especially as it was 
due to a passing and seasonal cause. On the other hand, 
the Christmas peak in the note circulation is likely to 
be as high as £524 millions, which in the absence of any 
intervening increase in the Bank’s gold stocks or 
fiduciary note issue would reduce the Bank’s Reserve 
practically to zero. The indications therefore are that 
between now and Christmas either the fiduciary note 
issue will have to be increased or the Bank will have to 
buy more gold from the Exchange Equalisation Account. 


THE London market has been quiet during the month 
under review. For the moment a calmer view is taken 
of events in Paris. The French franc has 
The been strengthened by tourist demands, and 
Foreign there is also some evidence of a limited 
Exchanges repatriation of French capital and of the 
covering of open franc positions. The 
French Control continues to intervene in both the spot 
and forward markets, but it is no longer entirely a buyer 
of francs. On the contrary it has at times been able to 
purchase both sterling and dollars. The spot rate has 
thus stayed at around Frs. 132 with the three months’ 
rate at Frs. 3 discount. During the latter part of July 
and early August dollars were unusually weak. Sterling 
rose to over $498 and once touched $4:99. At this 
time there was some transfer of French funds from New 
York to London, but the main cause was Japanese selling 
of dollars derived from Japanese gold shipments to New 
York. Latterly these Japanese sales have ceased and 
dollars have regained a little strength. Belgas, guilders 
and Swiss francs have on the w hole followed the dollar. 
Belgas showed signs of weakness at the end of July, but 
have since been better. 
BETWEEN June and July there was a drop in clearing 
bank cash from £243°3 to £235°2 millions. This was 
mainly due to heavi ler currency withdrawals 


Po cc. by the public, for the note circulation 
te averaged £16 millions more in July than 


Averages in June, so that in spite of the Bank’s 
June gold purchases, both the Reserve and 
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bankers’ deposits were lower. In face of this decline in 
cash the banks could not permit any increase in their 
own deposits, which are unchanged at £2,293-3 millions. 
As regards earning assets, the resumption of bill pur- 
chases by the banks since the turn of the half-year have 
raised discounts from {259-0 to {282-2 millions, while 
sales of bills by the market to the banks, together with 
the market’s partial success at the weekly Treasury 
bill tender, have reduced call and short loans from 
f170-g to {162-8 millions. Advances continue to 
expand, and have risen from {963-4 to {971-1 millions. 
To compensate for this last movement investments have 
been reduced from {£653-:7 to £646-6 millions, so that 
the total of investments plus advances is practically 
unchanged. 


THE July trade returns give evidence of some improve- 

ment in the adverse trade balance, but too much should 

not be read into the results of a single 

Pe month. Since June imports have fallen by 

Trade 4£2°0 millions, owing to a decline in imports 

of food and raw materials. Exports of 

British goods have risen by £3-2 millions, mainly owing 

to larger shipments of coal, cotton yarn and cloth, woollen 

voods, clothing and vehicles. The adverse trade balance 

for July was {31-1 millions, compared with {36-6 
millions in June and 423-6 millions in July last year. 


July, 1936 June, 1937 July, 1937 


¢ mull. £ mill. ¢ mill. 
Imports ‘08°7  88-r "85°5 
Exports 40°! 44°4 47°6 
Re-exports ; a 5-0 7°% 6-8 
Total exports... 45-1 51°5 54°4 


Imports for the first seven months of 1937 were £568-3 
millions, against a parallel figure of {471-0 millions last 
vear. British exports were {299-0 millions against 
{248-0 millions, and re-exports £47-3 millions against 
$37°4 millions. The adverse trade balance for the first 
seven months of this year is {222-1 millions against 
{185-6 millions in 1936. Since last year raw material 
imports have risen from {140-0 to £178-g millions for 
the seven months and exports of British manufactured 
goods from £193°4 to £232-5 millions. 
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At the end of July a new bill became law, extending the 
scope of the Export Credits Guarantee Department, and 
placing it upon a permanent basis. The 
Export _ limitof the total of guarantees bythe Depart- 
Credits ment outstanding at any one moment has 
been raised from £26 millions to £50 millions, 
and the previous time limits tothe Department’s operations 
have been removed. New powers granted to the Depart- 
ment enable it to guarantee business including a certain 
proportion of re-exports and also to extend medium-term 
guarantees to British engineering contracts even when 
the terms of the contract include the cost of local labour 
at the site of the contracts. The Department is also 
now empowered to cover foreign orders for tonnage 
placed with British shipyards in cases where the only 
alternative is that the order is placed with a foreign yard. 
All these changes are to be welcomed, for in these days 
of financial uncertainty and international trade and 
exchange restrictions, there is an obvious and proved 
need for the Department’s machinery of guaranteeing 
to British exporters both the payment and the transfer 
of these debts. It was indeed time that this machinery 
was made both complete and permanent. 


Mr. ABERHART, the Prime Minister of Alberta, is trying 
to enforce his Social Credit policy, whatever that may 
be, upon the Canadian banks, who operate 

Alberta _ branches in Alberta as elsewhere throughout 
andthe the Dominion of Canada. New legislation 
Banks _has been introduced, compelling every bank, 
banker and bank employee to take out 

and pay for a licence, and also to come under the control 
of a local board, consisting of a majority of Social Credit 
nominees. In introducing these measures Mr. Aberhart 
has run up against Section g1 of the Canadian constitu- 
tion, which reserves for the Federal Government “‘ bank- 
ing, incorporation of banks and the issue of paper 
money.’ Mr. Aberhart is trying to devise ways of 
overcoming this difficulty, but the most he is likely to 
succeed in doing is to create a difficult legal position. 
This fact has quickly been made apparent to Mr.Aberhart. 
Mr. Mackenzie King invited him to submit his new legis- 
lation to the test of a special reference to the Supreme 


s 
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Court of Canada, and not to enforce it pending the 
Supreme Court’s decision. Mr. Aberhart refused this 
offer, preferring to let the banks test the validity of the 
legislation by means of reference to the lower courts, 
followed by an appeal with all its delay. Mr. Mackenzie 
King promptly rejected this alternative, and instead 
made immediate use of the power of the F eder ral Govern- 
ment to disallow laws obviously at variance with the 
Constitution of Canada. In reply Mr. Aberhart threatens a 
six months’ moratorium, which is obviously intended to 
paralyse the operation of the banks. There the matter 
rested as we went to press, but there are clearly further 
developments to come. For the moment the banking 
world can be glad that Mr. Mackenzie King has acted so 


promptly. 
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Italy—A Foreword 


NE of the great needs to-day, if international 

differences are to be dispelled, is to understand the 

motives, thoughts and methods of other countries. 
This is particularly necessary in the case of those countries 
whose system of government differs from that of England, 
andunde rstanding doesnot necessarily imply an acceptance 
of the foreign country "S point of view to the exclusion of 
our own. It isin this spirit that we publish the following 
series of articles, by outstanding authorities, descriptive 
of the various facets of the economic life of Italy. 

In the recent past Italy and England have tended to 
drift apart, and British opinion has felt grave doubts 
about certain actions of Italy,tosaynomore. This is not 
the place to justify or minimise those doubts, but neither 
can we ignore their existence. Yet up to a few years ago 
Italy and England were linked together in traditional 
friendship, and it is to be hoped that matters will so 
develop that both nations, without sacrificing their 
ideals or their attitude to the moral obligations of life, can 
once more draw closer together. The first need is to 
understand the other country’s mode of life and point of 
view, and guidance in this direction will be found in the 
special Italian issue of THE BANKER. 

Whatever is thought of the political side of Italy’s 
present system of government, no one can doubt the 
success with which it has revived and maintained the 
economic life of the country. Much of this is brought out 
in Signor Pirelli’s apprais sal of Italy during the past eight 
years. The reforms of her monetary and banking systems, 
the introduction of new concepts into industry, labour 
and the social services are all described here by authorities 
who are really writing of labours for which they themselves 
bear a large and suc cessful responsibility. If Italy to-day 
has her economic difficulties, we must remember that she 
has had to re-shape herself in a world beset with economic 
problems of a well-nigh insoluble character. It would be 
both wrong and idle to deny the many successes of the 
present régime. 

Yet there is one paramount lesson, for Italy, England 
and other countries as well. Within its own boundaries a 
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nation can claim freedom of action—that is the essence of 
independence. The moment those boundaries are crossed, 
independence must be tempered by a spirit of co-operation 
and mutual accommodation in which differing national 
points of view must be blended together, and if need 
be give way to that which is right. The first step 
towards that end is knowledge—knowledge of each other’s 
aims, each other’s needs, each other’s difficulties. It is 
our hope that this issue of THE BANKER will contribute 
towards that end. 


Italy from 1929 to 1937 
By Alberto Pirelli 


Former President of the International Chamber of Commerce, 
President of the Association of Italian Joint-Stock Companies 


OT infrequently friends abroad have asked me in 
the tone in which inquiries are made in a sick-room 


how Italy could stand the stress and strain of the 
last few years, and my remarks as to the power of 
resistance of our national economy and its gradual 
recovery from depression have been received with 
courteous hesitation. When, however, these friends visit 
Italy, as many do, and study the situation there, I often 
have the pleasure of noting that the expression of pained 
sympathy makes way for a look of inquiry, and after 
seeing for themselves the conditions prevailing in my 
country the query changes to: ‘‘ How have you done 
mr” 

The various articles contained in the present number 
of THE BANKER are intended to cover one by one the 
points in answer to this query. Let me here remark— 
in a more general way—that in judging the possibilities 
of a country many forget that its destiny is shaped not 
only by what it has but also by what it 7s. Among the 
many examples i in the history of Italy which illustrate this 
truth none is more striking than that of Venice. A 
handful of refugees fleeing before victorious barbarians 
take shelter in a swamp; compelled by necessity they 
drive piles into the shallow waters and erect on them 
a village of huts which in time, notwithstanding the lack 








ITALY FROM 1929 TO 1937 a11 
of all local resources, becomes a city of palaces and the 
greatest merchant empire of its days. 

English history affords another example of a country 
with very limited natural resources which, thanks to the 
tenacity and daring of its people, builds up a great 
colonial empire destined to expand into the British 
Commonwealth of Nations. Not only what we have but 
what we are, counts in the long run. 

Italy’s economic record from 1929 onwards is that of 
a tenacious national effort to solve with her own resources 
and by her own methods a depression of world-wide 
extent and significance. 

1929 was the culminating year in a period of expansion 
whose foundations had been laid in the four years 
1923-27. Thanks to the measures taken during that 
period, economic activity had revived and the great 
depression struck Italy rather later than most countries. 
By the end of 1931, however, its full force was felt. If 
its effects were on the whole less catastrophic than 
elsewhere this may also be ascribed to the fact that in 
1927 the lira had been stabilised at a level which many, 
more especially outside Italy, feared would hinder 
business expansion, but which proved a blessing because 
it checked speculative growth, and when the fall came 
it was from a five-storey building and not from a sky- 
scraper. 

The injury sustained was serious but not deadly. In 
Italy as elsewhere industrial production declined sharply, 
although somewhat less than in most other countries; 
the budget surplus made way for a series of deficits; 
foreign trade shrank rapidly; unemployment passed the 
million unit level. The banking sector was among those 
most seriously affected, and ‘the situation called for 
Government intervention if private loss was not to entail 
failures undermining the foundations of national economy. 

The measures taken in the banking and industrial 
sector were based on the need of demobilising the frozen 
credits held by the banks. This was followed by the 
revision of the whole banking system. Deposit banking 
was differentiated from industrial financing and the 
Industrial Reconstruction Institute (I.R.I.) was set up 
to take over industrial securities previously held by the 
banks. It thus secured control over a number of large 
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concerns—metal, enginecring, shipping, etc., which were 
the principal victims of the depression—winding-up the 
unsound and reconstructing the much larger number of 
fundamentally healthy enterprises, many of which it 
has since made over to private purchasers. 

In some cases as, for instance, in that of shipping, the 
greater number of enterprises existing have been brought 
under Government control, though managed on business 
lines by boards on which private stock- holders sit jointly 
with the Government appointees representing the holdings 
of the I.R.1. 

In the social field the grave problems arising from 
widespread unemployment were met by public works, 
more especially land-reclamation and the improvement 
of the national road system. 

Tax e xemp tions which stimulated the building and 
allied trades, and the introduction of the 40-hour week 
on lines devised to absorb unemployment and increase 
the total volume of production, also helped to relieve 
the labour market, while the living standards of the 
masses were protected by developing and improving social 
insurances and by a vast and very efficient system of 
welfare and relict work financed on a voluntary basis, 
largely by the industries themselves. 

The depression has been a great test for our new 
Italy and its Corporative State. 

if I am not mistaken, many people abroad consider 
the Fascist conception of a strong authoritarian State 
superimposed on a corporative organisation, as possibly 
leading to something similar to State socialism. I would 
like to say a few frank words on this subject. 

This is not the place to discuss to what extent 
increasing intervention of the State in the social and 
economic life of a people has become a permanent and 
general tendency the world over, running paraliel to the 
growing complications of modern liie and to the larger 
participation of the masses in its development, but no 
one will deny that the world depression has called for 
Government regulation and control in the monetary, 
financial and commercial sectors even in countries which 
pride themselves on economic liberalism. It is true they 
have called it “ organised liberty,’’ but this political 
formula cannot alter facts. 
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In Italy the State openly affirms its rights of inter- 
vention if private enterprise is seriously lacking or works 
counter to public interest, but this does not mean that 
the main basis of our social and economic organisation 
is not the principle of private property and private 
initiative. What the State expects is that private 
interest and private initiative should always be sub- 
ordinated to the general interest. What is the general 
interest, or at least what constitutes a just compromise 
between the conflicting interests of labour and capital or 
of one industry and another is the subject of free dis- 
cussion in the Corporations. The latter therefore afford 
a meeting place for the various economic forces and the 
Corporations have and exercise the right to regulate 
a number of problems with which they are particularly 
qualified to deal. The system is only a few years old but 
no people can better appreciate than the English the 

value of the pragmatic and experimental lines on which 

it is being built up, allowing of adaptation, steady 
improvement, and self-development. Signor Mussolini 
has often stated that this new form of democracy, based 
on classification by callings and capacities, is fully capable 
of developing into a system of self-government of the 
people. 

As regards social welfare and labour questions, I can 
safely say that labour recognises that it has obtained 
better wages, that more has been done to promote its 
welfare, and that it has weathered the depression better 
than it could possibly have done by using the strike as 
a weapon of defence. The forty- hour week, paid holidays, 
and an inclusive system of social insurance are what 
labour is striving to obtain in many countries through 
strikes and political agitation. Italian labour enjoys 
them as a peaceful acquisition. On their side industrialists 
consider not only that the elimination of the loss caused 
by stoppage of work through strikes compensates them 
for renouncing their right to the lock-out, and for accepting 
to submit wage and other labour questions to collective 
bargaining and in the last resort to Government action, 
but also that they thus make a just contribution to that 
social peace and prosperity on which economic progress 
and political stability depend. From their point of view the 
most interesting and important aspect of the experiment 
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is that it affords clear proof that social progress is quite 
compatible with the principles of private enterprise and 
private ownership provided the directing classes are 
imbued with a sense of responsibility and service. 

As 1935 drew to a close, the Ethiopian war strained 
Italian possibilities to the utmost. 

Of “sanctions ”’ the least can be said is that from 
the economic standpoint they were a blunder. From the 
standpoint of Italy they led her to adopt a definite policy 
for securing the greatest possible degree of economic 
independence. 

This will of course modify the consistency of our 
foreign trade, but need not prevent its growth, for there 
will always be a vast range of products w hich it is desirable 
to import, provided their purchase can be offset by 
exports of goods or services. Self-sufficiency as under- 
stood in Italy does not spell ‘isolation but is compatible 
with profitable and expanding trade. 

1935 also witnessed the first symptoms of economic 
recovery which have since steadily dev eloped, sanctions 
notwithstanding , as shown by the reduction in unemploy- 
ment, wisely accompanied by the curtailment of public 
works. 

The large State railway deficit has been entirely 
absorbed, the situation of the national budget is improving 
the cost of the Ethiopian war is less than was anticipated 
and has been met entirely by internal resources 

Trade statistics show that during the ten months of 

sanctions’ our trade deficit only increased by 3 per 
cent., and since the alignment of the lira in October, 9 36, 
imports and exports have been steadily growing. 

The flow of tourists to Italy has reached record 
figures; the importance of that item for Italy’s balance 
of payments is well known. 

Among other symptoms of recovery the number of 
commercial failures has returned to normal, and the 
increase in the consumption of electric power, tobacco, 
and other consumers’ goods is significant. 

Figures just made public by the Minister of Finance 
show rapid improvement in revenue receipts since last 
December. The lira remains steady at its new parity and 
is again in demand on foreign markets. 

The latest figures show that national savings are 
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growing; stock-exchange quotations for industrial se- 
curities have improved ; commodity prices are rising, but 
the control exercised first by the Central Price Committee 
and now by the Central Guild Committee has graduated 
the rise; while wage-adjustments have maintained the 
purchasing power of the home market. 

The fact that the East African expedition was 
financed by the country while it was still suffering from 
the effects of the long depression shows the effort of which 
Italy’s internal economy is capable, and speaks for the 
measures taken to control and direct the financial, credit 
and money markets. 

I have always been pretty orthodox myself in matters 
of finance and exchange, but it must be admitted that 
the old divinities have shown a remarkable capacity for 
adaptation and compromise. 

In this age of revolutionary economic changes the 
ideas and methods which have enabled Italy to develop 
her natural resources, meet the needs of a growing 
population, raise living standards, and expand her 
territory while financing these many needs by the skilful 
use of her own limited resources, are surely deservi ing of 
notice and of unbiased study by foreigners. 





Italian State Finances 
By H.E. Count Thaon di Revel 


Minister of Finance 


T the end of 1934, the Italian Treasury, after 
A having made strenuous efforts to assist the economic 
system during the most critical period of the 
depression, set itself the task of wiping out the deficit 
emanating from the financial year 1931-32 and of 
restoring balance to the Budget. 

The task was made more difficult by the obstacles of 
international monetary vicissitudes and disturbances, and 
by the confusion created in the world economic situation 
as a consequence of the defence measures taken by the 
several States. But in this matter the Italian Government 
was prepared to take energetic measures and it adopted 
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means which were conducive to a marked reduction in 
expenditure, while by other measures, more especially by 
the successive reforms made in the system of taxation 
and improvements in the methods of assessment and 
collection, it sought to increase revenue, aided in this 
second part of its difficult task by the progressive improve- 
ment in the internal economic situation, which was 
beginning to enjoy the beneficial effects of the vast work 
of re-construction and consolidation then in progress. 

The most noteworthy operation carried out during this 
period was the conversion effected of 5 per cent. Con- 
solidated into a new redeemable 3} per cent. issue. 

It is true that the deficit in the Financial Year was 

:377,000,000 lire as against 3,549,000,000 lire in 1932-3, 
but if it is considered that in 1933-4 extraordinary 
expenditure was incurred to the extent of some 
3,036,000,000 lire in relation to the conversion operations, 
the actual deficit is reduced to 3,341,000,000 lire, an im- 
provement of 208,000,000 lire on 1932-33 and 5 26,000,000 
lire on 193I-—32. 

In 1934 there were also other problems to be faced, 
the solution of which was an urgent and ever-increasing 
necessity. The increase in the adverse balance of trade 
and the progressive drying-up of the flow of asset items 
in the balance of payments, had made it necessary to 
have recourse to the gold reserves of the Issue Institute, 
and the Italian Government was therefore obliged to 
adopt defensive measures, decreeing the obligation of 
Italian citizens to disclose foreign or Italian scrip sent 
abroad and of offering to sell to the National Institute of 
Foreign Exchange all the credits held by them abroad. 

Continuing these protective measures against the 
danger of a further worsening of the balance of trade, the 
import license system was established and the constitution 
of the National Export Institute was modified, the 
system of “ clearings ”’ being developed on a much larger 
scale than heretofore. 

Meanwhile, the Budget for the Financial Year 1934-35 
showed the first effects of the measures taken in the 
pve year. The deficit was actually reduced to 

2,030,000,000 lire, including the 975,000,000 lire extra- 
ordinary expenditure incurred in East Africa. If only 
the ordinary administrative expenditure is considered, 
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deducting the figures, both in this Financial Year and 
in preceding years, of the railway deficit and all 
expenditure of an extraordinary character, it will be 
seen that for 1934-35 there was a deficit of only 
215,000,000 lire. 

Again, the new situation created by the war in Africa 
and later by the economic blockade, imposed upon the 
Treasury the adoption of a whole series of new measures 
for assuring and balancing the ordinary Budget, so as to 
prevent the harmful repercussions on the stability of 
our currency which a process of inflation would have 
brought about, and also for meeting the numerous 
extraordinary demands made upon it. 

These measures had, in part, a purely fiscal character, 
and in part sought to attain determined economic 
objectives. Among the latter, the most noteworthy was 
the limitation to 6 percent. of dividends of companies, etc., 
in order to make a clear distinction between normal 
profits and those of an extraordinary character due to the 
special circumstances of the moment, as well as to secure 
the consolidation of enterprises, by placing these latter 
profits to special reserves in State bonds. 

The war was financed by measures of an extraordinary 
character, above all by the new 5 per cent. loan. 

The temporary exigencies of the Treasury were 
provided for by the issue of one year Treasury Bonds, 
bearing at first 4 per cent. interest, afterwards raised to 
5 per cent. 

The political vicissitudes meanwhile rendered in- 
— the creation of an institution upon which 
would devolve the task of controlling foreign exchange, 
a task which had become entirely political. This was 
the a for the control of exchange and currency, 
established in May, 1935, and afterwards transformed into 
the Sub-Secretariat of State for Exchange and Currency. 

At the same time, legislation was developed on 
exchange, and in August, 1935, a law was promulgated 
which decreed the obligation of ceding to the State all 
credits held against foreis m countries and the transforma- 
tion into State bonds of foreign and Italian bonds sent 
abroad. With this series of measures the financial and 
economic structure of the country was placed in a 
situation of being able to counteract sanctions. 
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Sanctions having been taken off in July of last year, 
negotiations were initiated for concluding commercial 
agreements with ex-sanctionist countries on the basis of 
parity of exchange, and with a margin in favour of Italy 
in case of difficulty of settlement. It is to be noted that 
after the re-commencement of normal commercial rela- 
tions, the position of our “ clearings ’’ shows itself to be, 
on the whole, entirely favourable to Italy. This satis- 
factory development, together with the increase in 
invisible asset items in the balance of payments, brought 
about by the adoption of special measures in favour of 
the tourist industry, more particularly the creation of 
a “tourist lira,” has made easier the solution of the 
other financial problems which arose after the conquest 
of the Empire. 

In the ordinary part (excluding naturally the extra- 
ordinary assignments for East Africa), the 1935-36 
Budget showed a deficit of 1,550,000,000 lire with a 
further improvement as compared with preceding finan- 
cial years and the estimates for the current year. 
Continuing the policy pursued during the past four years, 
the Treasury has instituted numerous fiscal reforms 
which will increase the flow of revenue, notwithstanding 
the reduction of the tax on the sale of mineral oils. A 
complete revision of the railway budget has led to the 
elimination of a liability which weighed so heavily on the 
budgets of former years. The reason which led to its 
adoption having ceased, the limitation of dividends of 
commercial companies was abolished, and has_ been 
replaced by a progressive tax on dividends. 

At the same time, measures were taken to reform the 
entire taxation system and this reform, which is of 
particular importance by reason of the co-ordination 
which it brings about between the corporative organisa- 
tion of the State and those of the Treasury, will enable 
better assessments of income and a more equitable 
distribution of the burden of taxation. 

To tackle the onerous task of making valuable the 
new lands of the Empire, it was decided to impose a tax 
on immovable property which had already been imposed 
upon movable property. The owners of real estate are 

called upon to subscribe to a redeemable loan, bearing 
interest at 5 per cent. and amortisable in 25 years, up 
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to the amount of 5 per cent. of the value of their properties. 
The service of interest and amortisation is assured by 
a small extraordinary immovable tax. 

This measure forms part of those comprising the 
decree by which, in October last, it was decided to bring 
the lira to the level, compared with the dollar, fixed in 
1927, and from where it was displaced in 1933, following 
the devaluation of the American monetary unit. 

The reasons for what was the principal financial event 
of the year 1936 should be noted. The abandonment 
of gold parity by the majority of the members of the 
gold block, left Italy, after the devaluation carried out by 
the adherents of the sterling and dollar block, nearly 
alone in the disadvantageous conditions created by the 
increase of prices in the international market. The 
Italian Government, which was not prompted in any 
way by the internal reasons which had induced this step 
to be taken by any other country, took swift measures 
to reduce the gold level of the lira by 40-94 per cent., 
our money thus being placed on the former conditions of 
equilibrium, to the certain benefit of our export trade 
and to the invisible entries in our trade balance. 

The rigid control exercised on internal prices and 
the other numerous supplementary measures, ensure that 
the advantages expected therefrom will be secured in their 
entirety. 

Brief allusion must be made to the normal administra- 
tion of the 1936-37 Estimates—in which initial provision 
was made for a surplus of 20,000,000 lire—and to the 
fact that instead of the surplus anticipated, there will 
be a deficit. This deficit, however, if it is not totally 
eliminated, will at least be reduced to a negligible figure, 
by reason of other large exceptional revenues, such as 
that arising from the conversion of the gold and 
currencies surrendered to the State and the sum accruing 
to the Treasury through the re-valuation of the reserves 
of the Issue Institute. If, therefore, the payment for 
the redemption of the extraordinary immovable tax 
above mentioned is taken into account, it can be antici- 
pated that the year will close with a surplus of more than 
I,000,000,000 lire, which will more than serve to 
counterbalance the exceptional expenditure incurred. 

With regard to the 1937-8 Budget, for which a deficit 
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of 3,173,000,000 lire was anticipated, the flow of revenue 
ral taxation during the past few months gives good 
reason for maintaining that the estimates made regard- 
ing revenue will be fully confirmed by the results. 





Italy's Monetary Policy 
By H.E. V. Azzolini 


Governor of the Banca d'Italia 


HIS article covers the period between the enact- 

ments of December 21, 1927 and of October 5, 

1936, by which the gold content of the monetary 
unit was altered. The first change, which was explained 
in this Review* in an article by the late Governor Signor 
Bonaldo Stringher, fixed the gold content of the lira at 
0:07919 grammes of fine gold—-a ratio of 3-666 new lire 
to the pre-war lira; the second reduced” ‘it to 004677 
grammes of fine gold, with the possibility of a further 
ro per cent. reduction. 

The main problems concerning the monetary policy, 
which had to be faced in the period, consisted firstly, in 
minimising the unfavourable effect of a currency stabi- 
lisation at a rather high exchange level on the national 
economic activity; subsequently, in promoting an ad- 
justment of internal prices in relation with the fall of 
world price levels; finally, at the present time, in checking 
a too speedy rise in prices, with due consideration for the 
increasing credit requirements of economic development 
and of the Exchequer. 

Such main problems were coupled in Italy with 
particular problems of great importance, arising from 
exceptional circumstances which adversely affected the 
balance of international payments. Between 1925 and 
1927, the reserve of the Central Bank had been tempor- 
arily increased by a large recourse to foreign loans, 
particularly on the New York market, by the State, 
local authorities, public and private bodies. The total 
amount borrowed, reported for the years 1925 to 1927, 
was 6,529,000,000 lire. Accordingly, the reserve of the 


* THE BANKER, 1928, April (Vol. VI., No. 37) pages 105-113. 





p 


~~ = fF er tas 


~ ~~ 


lm 


1a) 





ITALY’S MONETARY POLICY 221 


Central Bank rose from 1,464,000,000 pre-war lire on 
December 31, 1924, to 2,902,000,000 pre-war lire on 
December 20, x987, the eve of the stabilisation, the 
increase being equal to 5,271,000,000 of 1927 lire. The 
influx of borrowed money was accompanied by a wide 
speculative “ bullish *° move on the lira, which was met 
to a large extent by purchases of foreign currencies by 
the National Institute of Exchange, against which notes 
were issued by the Banca d'Italia. The Bank neutralised 
the inflationary effect of such note issue by reducing its 
discount operations (also by maintaining the discount 
rate at 7 per cent.), and by restricting advances to 
customers. 

After the lira had been stabilised, while the speculative 
influx of foreign funds was stopped, there was also a 
swift decline in foreign borrowing. The external loans 
which were reported in the years 1928 to 1930 were 
reduced to an aggregate of 905,000,000 lire, and in the 
years 1931 to 1933 they were further reduced to an 
ageregate of 207,000,000 lire, while, in the last of these 
years, the figure was practically nil. 

What has been said supplies a first reason for the 
reduction in the reserve of the Central Bank, which 
began in 1928 and proceeded throughout the period 
under review, accompanied until the year 1933 by an 
almost proportionate reduction in the note circulation. 

Note circulation and reserve 
(in million lire). 


End of Year. Circulation Reserve 
1927 — o° oe I7,992°2 12,105°9 
1928 a ‘a ots 17,295°4 I1,070°3 
1929 ae — os 30,774°3 10,341°2 
1930 as oo .. 15,680°5 9,024°3 
1931 a sa «» 34,204°S 7,7960°5 
1932 i ‘ct «, 2aa72*0 7,144°0 
1933 re aia «> D2aaeges 7,390°7 
1934 ar" ne ao B5045°5 5,853 °2 
1935 o. = -» 16,296°5 3,394°6 
1936 ie «+  320,525°2 4,021°6 
1937, April 3 30 ie .. 15,645°3 4,022°8 


In the years from 1928 to 1930, the position was 
further influenced by the charge of the service of external 
é oy the large purchases in Italy of Italian securities 
loans, by the 1é I Italy of Italian rit 
placed abroad, and by the incipient falling off of certain 
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important receipts in the balance of payments (freights, 
tourist traffic, remittances from Italians abroad). 

In 1931, a year of grave concern for the banking 
world, the considerable reduction in the reserve was the 
outcome of a large reduction of Italy’s short-term 
indebtedness to other countries, through the withdrawal 
of balances held with Italian banks by foreign owners. 
In the same year and in 1932, the economic depression 
reached its climax. Emigrants called upon their families 
in Italy for remittances in very large figures. In 1933, 
the reserve was increased by important purchases of gold 
in the country (over 600,000,000 lire) but it again fell 
back in 1934 owing to the larger adverse trade balance 
and the extensive capital investments abroad, and, 
subsequently, under the combined influence of “ sanc- 
tions ’’ and of the Abyssinian war. 

The note circulation was reduced concurrently until 
the beginning of 1935. For a time, the reduction was 
due to a return of the notes previously issued against 
foreign currencies which were sold, and it was part of 
the deflationary policy which aimed at adjusting the 
Italian price levels to world price levels. Thus, the 
national index of wholesale prices fell from 100 in 1928 
to 74°5 in 1931. Then the economic depression reduced 
currency demand. In May, 1932 the discount rate could 
be reduced from 6 to 5 per cent., in January, 1933 to 
4 per cent., in September to 3} per cent. and in December 
to 3 per cent. The low inte rest rates made it possible to 
carry out, at the beginning of the year 1934, the grandiose 
conversion ope ration of 61,000,000,000 lire of 5 per cent. 
Consols into a 34 per cent. Redeemable pot 

At the beginning of the year 1935 the position changed, 
and prices started to rise aes index from an average of 
62-0 for 1934 moved to 86-1 in April, 1937) as well a 
the notes in circulation. B at what was more sinndlicet 
was the revival of economic activity which, in Italy, was 
also stimulated by the war. The change was common to 
almost all other countries; whereas the limited e xpansion 
in the note circulation was peculiar to Italy. 

The new gold parity of the lira (established on October 
5, 1936) is not only secured by the careful management 
of the currency and note circulation, but by ne measures 
for controlling foreign exchanges which were adopted in 





| 
| 
| 


er 
to 


yer 
ont 
res 





| 
| 
| 


ITALY’S MONETARY POLICY 223 


December, 1934. A monopoly of foreign exchange 
transactions was entrusted to the National Institute of 
Exchange, while the supply of foreign currencies has 
been made subject to Government authorisation. 

In order to appreciate better the relations between 
the Central Bank and the local markets, the following 
figures are given, showing the discount operations and 
advances granted by the Bank in the past years : 

Banca d'Italia 
(in million lire). 


Year Discounts Advances 
1927 ne - .. 19,193°8 17,282°8 
1928 i it ss E2,408°6 16,568-0 
1929 ne a ..  15,798°9 21,452°6 
1930 si of oo  22,425°2 18,984°9 
1931 sa ind ~s  2£3,370-6 17,003°8 
1932 we Bs ws  13,370°6 13,399°0 
1933 dei os ..  14,656-6 9,701°7 
1934 ea - ..  13,049°9 20,409°6 
1935 and sis os E4,575°9 24,625°3 
1930 sa aia ~«  EEgSe°7 20,758°8 


It will be noted that there is a contrast between the 
figures of discounts, which in 1936 were reduced to 
about 2 of the amount for 1927, and those of the advances, 
which in the last three years reached the highest levels 
for the whole period. 

Until the Banking Reform of March, 1936, the Banca 
d'Italia, in addition to the rediscount operations common 
to all Central Banks, was also entitled to carry out direct 
discount operations with private customers. However, 
ever since the year 1926, having been entrusted by law 
with the control over other credit institutions, such 
discount operations had been spontaneously curtailed 
(following in this respect an evolution similar to that of 
the Bank of England) so that when the Bank Act of 
March, 1936 was promulgated, the amount of bills 
directly discounted for the public was limited to the 
modest figure of 600,000,000 lire. 

Under the Bank Act, it has become purely a “‘ Bankers’ 
Bank ”’ and it is gradually eliminating all direct discounts. 
In addition to the progressive reduction of such operations, 
other elements for the curtailment of the Bank’s assets 
must be sought, on the one hand, in the fact that ordinary 
banks are steadily becoming less financially dependent of 
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the Central Bank and, on the other hand, in certain 
structural changes in the operations and composition of 
the balance sheets of such banks. These changes are 
familiar to the British public, since a similar development 
has taken place in England. In Italy, as in England, the 
proportion of investments in Government securities has 
increased in the balance sheets of the banks, to the 
detriment of investments in commercial bills; in both 
countries the easy money conditions have reduced the 
calls upon the Central Bank, which, in the case of Italy, 
have taken the form of demands for advances against 
Government securities rather than demands for re- 
discount of bills. 

The independence of ordinary banks from the Central 
Bank is made greater by the circumstance that they 
collect larger amounts of savings deposits in — 
with the Ordinary and Post Office Savings Banks. At the 
end of the year 1935, the Banks constituted as public 
bodies held deposits for 5,771,000,000 lire of which 
2,324,000,000 lire was savings deposits, whereas the 
corresponding figures of the Banks constituted as limited 
companies or co-operative societies were : total deposits, 
13,486,000,000 lire, including savings deposits for 
5,595,000,000 lire. 

On the other hand, after the reorganisation of the 
larger Italian banks, described in another article in this 
Review, their position became so liquid that they are now 
able to work profitably with the means derived {rom their 
capital, their current accounts and re-discounts with the 
Central Bank. Should even, in the future, savings 
deposits drift to the Savings Banks, no serious conse- 
quences should be felt by the joint stock banks since they 
would always be in a position and, probably in a better 
position, to carry out their function of affording the 
market the shorter term credit for which they are par- 
ticularly suited. 

Evidence of what has been said is shown in the 
figures in the table on the next page. 

These figures are evidence of the liquidity of the 
credit institutions of the first two categories, whereas, 
for the Savings Banks, the larger proportion of long term 
investments is made possible by the nature of their 
deposits, and, by appropriate legal regulations, a position 
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of satisfactory equilibrium in the distribution of the 
investments of such Banks ts ensured. 


Banks Banks 
constituted under Public Savings Banks 
as Limited Law or and 
Companies, or constituted Monti 
Co-operative as Public dei Pegni 
Societies Bodies 
Number of banks... 704 7 120 
Assets (in million lire) 
Cash and at banks .. 5,085 758 1,202 
Discounts, advances, 
guaranteed and con- 
tango accounts... 17,424 3,276 2,583 
Investments .. i 5,200 2,530 8,234 
Overdrafts te 5,929 1,315 1,025 
Mortgage Loans is 243 1,355 5,055 
Shares in Subsidiary 
Companies os 123 _— _— 


The Bank Act has placed the Central Bank in a new 
position, as supreme regulator of the money market, 
altering its legal status from a private limited company 
into an institution under public law. Indeed, the func- 
tions of the Central Bank concern so directly the whole 
community in the country, as to make it desirable to 
eliminate any interference of private interests. 

However, in spite of the evolution of this legal status, 
the safeguarding of the interests of the country has been 
a historic tradition ever since the National Bank of the 
Kingdom of Italy accompanied and substantially con- 
tributed to the political unification of the nation, and it 
has been maintained by the Banca d'Italia, which arose 
from the amalgamation of various note-issuing banks at 
a time when the national unity had been cemented also 
in the economic sphere. That tradition, which can be 
traced back to some of Italy’s most eminent statesmen, 
especially Count Cavour, will remain the constant policy 
of the governors of the Banca d'Italia. 
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Italian Banking Reorganisation 
By H.E. Giuseppe Bianchini 


Former Under Secretary of State at the Ministry of Finance. 
Former President of the Italian Banking Federation. 





ROM 1929 to 1936—a period that includes a com- 
plete cyclical wave, which has deeply influenced 
the development of economic activity all over the 

world and has caused important structural changes in the 
economic systems of many countries—the Italian banking 
system underwent an important process of reorganisation. 

The effects of the transition from the economic 
organisation of war-time to peace-time, the springing up 
of new industries and new outlets for trade, together 
with the partial disappearance of others, the far reaching 
influences of a long period of inflation, had induced all 
banking interests to build up useless systems, which had 
necessarily to be reorganised, and to the adoption of 
policies that sooner or later had to be revised. The world 
crisis marked the beginning of a reorganisation, which 
had to be carried out during the depression, and which 
particularly concerned the commercial credit banks, 
which are necessarily influenced by the state of every 
other branch of economic activity. 

The Italian banks faced the situation by the adoption 
of gradual and well- timed measures, under the leadership 
of the “ Bank of Issue ” and with the help of the Govern- 
ment in a way calculated to safeguard the efficiency of 
our credit system and the working of our productive 
organisation. A progressive movement of deflation and 
of concentration of the banking system, carried out on 
a large scale, strengthened our credit institutions by 
reducing the number of their branches and by putting 
their activities on a sounder economic basis. 

This movement concerned in the first place the 
provincial and co-operative banks, which are spread 
all over Italy, because of the fact that large numbers 
of medium and small sized businesses are a characteristic 
of Italian national economy. Such banks have as their 
chief task that of granting credit in their own regions, 
by affording financial assistance to local trade, small 
industries, and individual craftsmen. 
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The big commercial banks, by force of circumstances 
and historical evolution, had, in Italy, become and dis- 
charged the functions of mixed banks, that is, banks 
collecting deposits and granting credit Notwithstanding 
the speculative element in their activity, they were there- 
fore bound to follow in close interdependence the trend 
of business activity in the various branches of trade. 

The policy pursued during the period under review 
aimed at lessening such interdependence, in view of the 
fact that the reasons, which in the past had made it 
necessary for the banks to deal with medium and long- 
term credit to industry in order to convey large amounts 
of capital to the building up of the manufacturing equip- 
ment of the country, had disappeared. Such equipment 
was already fully developed, while on the other hand the 
financial market, efficiently working, was in a position 
to supply, through suitable agencies, the ordinary financial 
requirements of industry, as it had been quickly develop- 
ing at the same time as industry had, and had freed itself 
from the need of foreign capital. 

These reasons go to explain the policy which Italy 
adopted and gr adually ’ applied in the field of credit. 

First of all, the ‘ * Be unca Nazionale di Credito’”’ was 
amalgamated in the “ Credito Italiano’’ and the two 
banks’ holdings of industrial stocks were handed over to 
financial concerns : subsequently the ‘* Banca Commer- 
ciale Italiana ’’ liquidated in a similar manner its locked- 
up assets. 

The three biggest Italian banks—the ‘‘ Banca Com- 
merciale Italiana,’’ the “ Credito Italiano’’ and the 
“ Banco di Roma” were entirely freed from the risks 
inseparable from financing industry with the creation— 
by the action of the Italian Government—of the “ Insti- 
tute for Industrial Reconstruction ”’ (I.R.I.) which took 
up all the residual industrial investments of the big banks. 
The “‘ Italian Institute for Maritime Credit ’’ (Istituto 
Italiano di Credito Marittimo) was wound up and its 
branches were absorbed, under the direction of the 
“ Institute for Industrial Reconstruction,” by the largest 
banks and credit institutes. 

The “ Institute for Industrial Reconstruction ’’ pro- 
vided itself with the necessary financial means by the issue 
of special bonds and was also granted Government aid 
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so that the financial help of the Central Bank was limited 
to such amounts as were strictly necessary. The I.R.L. 
which is now regarded as a pattern for similar bodies 
established in other countries, has carried on during the 
last four years an efficient work of financial liquidation 
and reorganisation of the industrial system. It may now 
be said that the first stage of its activity in this field has 
come to an end. 

nder the authority of the Governor of the Bank 
of Italy, an Institute called the “Istituto Mobiliare 
Italiano’ (I.M.I.) has been established having as its 
function the granting of credit to industry. Its tasks 
are similar to those of an “investment trust’ but are 
carried out on a larger scale, for the I.M.I. does not restrict 
its activities to mere investments in shares, but also 
grants credit in other ways. Such tasks are of a construc- 
tive nature and the I.M.I. secures the means for its action 
from the financial market by the issue of bonds. 

This great work of reorganisation carried out by the 
Italian Government, and of which we have given only an 
outline found its culmination and its juridical recogni- 
tion in the new banking law of March, 1936. In virtue 
of this law the exercise of credit activities through the 
collection of savings from the general public is declared 
to be a function of public interest and all credit institu- 
tions (except the Central Bank) are made subject to the 
supervision of an “‘ Inspectorate for the defence of savings 
and the regulation of credit.” The Governor of the Bank 
of Italy is the head of the Inspectorate under the authority 
of a Committee of Mini ye The Inspectorate has a large 
field for action, for it fulfils all the functions of super- 
vision hitherto Phare to various Government depart- 
ments, and, what is very important, it extends 
supervision not only to such banks as collect short-term 
savings, but also to those collecting medium and long- 
term savings. 

No newly established or existing firm is allowed to 
take up banking business, and no branches may be 
opened by banks without a previous authorisation from 
the Inspectorate, which enters all credit institutions into 
an official register. Firms not registered cannot carry on 
the collection of deposits and savings from the general 
public and, if registered, they are bound to send in to the 
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Inspectorate their periodical statements and the balance- 
sheets which are published in a Bulletin edited by the 
Inspectorate. In addition the Inspectorate may order 
periodical or special inspections by its own officials. 
Moreover it may issue rules and technical instructions 
intended to ensure that banks keep their positions liquid 
and secure. 

Special procedure is provided by the banking law 
for cases such as amalgamation of credit institutions, of 
their management by public officials, of their winding 
up; it may be noted here that such institutions are not 
subject to the usual bankrupcy proceedings. 

Through the authorisation which it grants for all 
issues of loans on the market, the Inspectorate is in a 
position to distribute investments of capital amongst the 
various branches of production, so as to satisfy the needs 
of economic activity and of national life in proportion to 
the amount of savings available and to the credit capacity 
of the country. 

Through collaboration between the Inspectorate and 
the corporative organisations, the banking system takes 
its place in the corporative system. 

The various classes of credit institutions are organised 
into “‘ Federations ’’ which are entrusted with the repre- 
sentation of their general economic interests, and enter 
into collective agreements with the staff. The various 
“Federations”’ are grouped in the “ Fascist Confederation 
of Credit and Insurance Firms.”’ 

Amongst the principal classes of credit institutions 
the “Credit Institutes of Public Law” may first be 
mentioned. The greatest part of these act as large 
deposit and commercial credit banks; their development 
has become more intense under the influence of the active 
economic policy at present oe, by the State. 

Their growth is well shown by figures for 1929, 1932 
and 1935, reproduced here below, which give some of the 
main items in their balance-sheets. 


19209 1932 1935 
Institutes of Public Law: No. 5 6 7 
(in millions of lire) 
Capital and Reserves .. es ~« E07 2,079 2,174 
Deposits a ie ws s+ 3,056 4,997 5,771 
Bills discounted gz A -« 2,66 2,003 036 
4 3 & 


bo N 


Securities .. on me oo 2,280 1,850 


1530 
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The “‘ Public Law Banks ”’ or, as of late more exactly 
defined, the “‘ National Interest Banks” are the three 
biggest commercial banks—the ‘‘ Banca Commerciale 
Italiana,’ the “‘ Credito Italiano,’ and the “ Banco di 
Roma ’’—which have established branches in more than 
30 Provinces. They operate, at present, with the greatest 
elasticity and liquidity, and exercise the classical functions 
of intermediate agencies for making payments and for 
granting credit. They have also established affiliated 
concerns in countries abroad and transact commercial 
and financial business, on a large scale, with foreign 
countries. 

These banks continue to be managed by private 
individuals as joint stock companies, but in view of their 
size and importance, a provision has been made in the new 
banking law in virtue of which they have transformed 
their capital stock into registered bonds which may be 
held only by private individuals or bodies of Italian 
nationality, or by foreigners who give up their voting 
rights in the meetings. Their statutes have also been 
revised to make them suitable to the present technical 
and juridical needs of banking activities. 

The useful functions exercised by country, provincial 
and co-operative banks, have been already mentioned 
above : they fall under the supervision of the Inspectorate, 
according to the general rules laid down above, and their 
stock must be transformed into registered bonds to an 
amount covering at least 55 per cent. of voting rights. 
In the figures on page 231 it is worth noting the increase of 
capital and reserves, which has come about at the same 
time as the reduction in the number of businesses: the 
changes which have been introduced in their functions 
are not aimed at suppressing the class of institutions 
concerned, but at strengthening their position by putting 
them on new and more efficient foundations. This is 
shown, in a striking way, by the figures so far available, 
relative to the 1936 balance-sheets (however the table 
is limited to 1935, as full data for 1936 are not yet 
published). 

The “ savings banks ”’ are widely spread and some of 
them have secured great financial power. Such institu- 
tions collect the small savings in town and countryside, 
and put them into well secured investments, under restric- 
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tions imposed by special laws. Their activity favours the 
formation of capital among smali savers, who have com- 
plete trust in their savings banks. 


1929 1932 1935 

Ordinary Credit Banks: No. -. 404 336 274 
(in millions lire) 

Capital and Reserves or «a 4986 4,471 6,254 

Deposits ~ . 10,868 5,557 9,703 

Correspondents, C redit Balances. . 19,936 16,027 12,761 

3ills Discounted .. i a> EALZ2E 15, 760 12,023 

Securities .. ‘s = a+ 4a 3,747 3,632 

1929 1932 1935 

Co-operative Banks: No... ». 595 504 430 
(in millions lire) 

Capital and Reserves » oe 661 845 

Deposits .. a ics > $432 4,064 3,783 

Bills Discounted .. Ai .. 3,691 2,389 1,846 

Securities .. - ni .. 1,607 1,669 1,574 


In view of the orderly and regular working of “‘ savings 
banks,’ which is very little influenced by fluctuations in 
the general economic activity, the new banking reform 
did not introduce any changes in their organisation. It 
only placed them under the supervision of the Inspectorate 
on the same lines as all other credit institutions. 

The next table giving some figures from “ savings 
banks ’’ balance-sheets shows the important contribution 
which such banks make to the State by keeping large 
investments in gilt-edged securities : 


1929 1932 1935 
Savings Banks: No. a ae 136 129 120 
(in millions lire) 

Reserves .. re oa =< B020 1,269 1,360 
Deposits... ip ae «+ 15,902 17,719 17,440 
Bills Discounted .. is <. Qoben 2,194 1,461 
Loans and Mortgages ea .. 4,656 5,173 5,055 
Securities .. oy ia va SAS 6 IT 8,234 


To complete our review of institutions in charge of 
short-term credit brief mention should be made of 
the large numbers of country and agricultural banks, 
which are small co-operative credit concerns (formed by 
partners with unlimited liability) carrying on_ their 
activity amongst the rural working classes. In regard to 
medium and long-term credit, mention should be made 
of a class of institutes for agriculture, land property and 
building industry operating under special laws appropriate 
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to them: and of certain financial institutions of a semi- 
public nature. The new banking law has not introduced 
any structural change in the working of such types of 
credit institutions. 

Mention has been made of the work done by the 
‘Institute for Industrial Reconstruction.”’ Recently it 
has undergone reorganisation; it has been given 
1,000,000,000 lire capital, and had assigned to it tasks 
of a permanent nature, consisting: first, in the manage- 
ment, for the State of the shares, etc., which the State 
does permanent ly take over; secondly, in the liquidation 
of such stock as it actually owns which the State is not 
interested in; thirdly and lastly in the financing of business 
which it is thought proper to foster, within the framework 
of a policy of national economic self-sufficie ncy or to the 
end of exploiting the Italian Empire in Africa. 


* * 


Through a difficult process the credit institutions have 
been organised on the wise policy that short-term credit 
giving should be carried on by institutions collecting 
short-term savings, while long-time credit must be pro- 
vided for by institutions collecting long-term savings. At 
present, the object of Italian credit policy is to further 
the development of national economy, under the lead 
of the organic policy of the [talian Government and witha 
view to the progressive exploitation of the new Empire, 
and its credit system represents an active instrume nt of 
economic and financial collaboration with foreign 


countries. 


Italy's Commercial Policy 
By H.E. Professor F. Guarneri 


Under-Secretary of State for Trade and Foreign Exchange 


Italy’s commercial policies were based essentially on 

bilateral tariff agreements containing the unconditional 
most favoured nation clause, and on a moderately 
protective customs régime. 


i the period prece ‘ding the world economic depression, 
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This policy of freedom for trade was based on the 
presumption that the normal growth of Italian exports 
would not be hampered, and also on the possibility of 
settling our trade deficit—which before the depression 
stood around 5,000,000,000—6,000,000,000 lire per annum 
—with the receipts from some important credit items in 
our balance of payments, chief among which were foreign 
tourist expenditures, the remittances of Italian emigrants, 
and freight credits. 

Under these conditions the Italian market offered 
large opportunities for foreign imports which in the four 
year period 1926-29 attained an annual average value 
of more than 20,000,000,000 lire. 

When the depression came, and notwithstanding the 
customs, exchange and financial barriers raised by many 
foreign countries against the introduction of Italian goods, 
Italy remained faithful to her policies which aimed at 
facilitating to the fullest possible extent the development 
of reciprocal trade with foreign countries. 

3ut with the rapid spread almost everywhere of those 
rigorous systems for restricting international commercial 
exchange, and with the ever graver difficulties arising 
from monetary devaluations, our exports shrank pro- 
gressively to a much greater extent than our imports. 
Thus in 1934 we had an adverse trade balance of nearly 
2,500,000,000 lire, quite a heavy one when we take into 
account the slump which had taken place in prices and 
the gradual dwindling of the compensating items of a 
non-commercial nature mentioned above in connection 
with our balance of payments. 

Under these circumstances it became necessary to 
adopt a series of safeguards to enable us to secure an 
approximate balance of the currents of foreign trade and 
place our budget of payments on a more stable basis. 
At the end of 1934 our foreign exchange dealings were 
placed under general control as a preliminary measure 
and early in 1935 the Italian Government introduced for 
nearly all imports a quota regime so as to secure by 
timely negotiations with foreign countries conditions 
favourable to larger and more reliable outlets for our 
products on foreign markets. 

Italy—who had always’ been opposed to the 
adoption of restrictive systems and regulations hindering 
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the development of international business relations— 
was thus the last to enter the vast circle of countries 
living under a régime of controlled trade and exchange, 
driven thereto by the fundamental need of protecting her 
economic structure. 

Government action for revising and adjusting con- 
tractual relations with the several countries to bring 
them into keeping with these new measures was already 
in full swing when sanctions, accompanied by the sus- 
pension of normal commercial and financial relations with 
most foreign countries, came along. 

Italy countered the closure of the markets of the 
sanction countries by prompt and energetic defence 
measures, strengthening the general control exercised over 
all her economic relations with foreign countries—a con- 
trol centralised in a single body, the Under-Secretariat of 
State for Trade and Foreign Exchange—and placing 
embargoes on imports from those countries which had 
taken similar measures to our detriment. 

The abnormal trade situation arising from sanctions 
stimulated national production, leading to a general 
revival of activity and enterprise directed toward securing 
a more general and scientific use of all our natural 
resources. Thus during the sanctions period a definite 
self-sufficiency movement came to the fore in Italy, 
which under the urge of the special needs of the time led 
to the immediate undertaking of new and interesting forms 
of production and to deep structural changes in important 
existing branches of activity so as to secure permanent 
supplies of commodities essential to national defence. 

With the cessation of sanctions, Italy’s commercial 
olicy naturally had to take into account the new situation 
which had thus arisen. 

The line of conduct followed allows of harmonising 
trade requirements with the need of completing the 
movement towards economic independence, already 
begun in numerous important directions, while at the 
same time preparing the ground for the revival of our 
foreign trade on strictly reciprocal lines. 

Thus while the general control of imports was tech- 
nically improved and made less obstructive, the Italian 
Government began to study the thorough revision of our 
several contractual trade agreements with foreign countries 
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so as to renew them on the basis of compensated exchanges 
which would secure a just equilibrium of the several 
trade balances at the highest level attainable, and ensure 
the gradual settlement of our indebtedness to certain 
countries by means of additional exports of Italian goods. 

From the repeal of sanctions in July, 1936 until 
May, 1937, a space of barely ten months, we have already 
negotiated over thirty such trade and quota agreements, 
completed in almost all cases by clearing arrangements 
for the settlement of reciprocal pay ments. 

Without entering into a detailed account of the 
characteristic features of these agreements, I will note 
that they provide for periodical revision, so as to allow 
of the rapid introduction of any amendments which 
practical experience of their operation or changed market 
conditions may make advisable. We have thus tried to 
free the quota system from that inelasticity which 
generally characterises it, for on the Italian side we 
consider it essential to strive for the gradual widening 
of the volume of reciprocal trade. 

The new monetary adjustment carried out in October 
to bring the value of the lira into keeping with that of 
the leading foreign currencies, has secured favourable 
conditions for that growth of international trade, which 
let me repeat, is the general aim of Italian commercial 
policies. With the alignment of the lira it has become 
possible, in view of the probable revival of our export 
trade, to increase several import quotas, reduce or repeal 
certain heavy customs’ duties on several items, and 
generally simplify the mechanism of trade so as to make 
it run more smoothly. 

The new situation arising from the aforesaid measures 
is reflected in our foreign trade movement of 1937, which 
shows decided recovery in both directions, even when 
trade with the Italian colonies is excluded from the 
calculation. Thus the value of imports from foreign 
countries amounted in the first four months of the current 
year to 4,080,000,000 lire as compared to 2,530,000,000 
in the corresponding months of 1935. Even when we 
take into account higher price levels and the exceptional 
character of our wheat imports (which owing to the poor 
harvest of 1936 amounted in the first four months of 
1937 to 620,000,000 lire as compared with an average of 
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60,000,000 in the same months of the past three years) 
the increased volume of our foreign purchases during 
the current year is still striking. 

This increase of our imports therefore shows that in 
Italy the movement for economic self-sufficiency—(which, 
be it remembered, has for its essential purpose the 
fullest development of all the country’s internal resources) 
need not prevent the growth of our purchases abroad, 
although that growth must necessarily be proportionate 
to the possibilities afforded by foreign markets for the 
expansion of our export trade. 

Now the value of our exports to foreign countries rose 
to 2,370,000,000 lire in the period January—April of this 
year as compared with 1,480,000,000 in the same months 
of 1935. This figure, as already mentioned, is exclusive 
of 870,000,000 lire worth of commodities exported to 
our colonial markets, a receipt which does not directly 
affect our balance of international payment. Thus, 
although progressively increasing, our exports to foreign 
markets in the first four months of the current year were 
still 1,710,000,000 lire below our imports. 

The absolute necessity of correcting this heavy 
deficit of the trade balance naturally leads us to maintain 
a vigilant control over foreign trade relations, so as to 
improve the ratio between the total volume of our 
imports and the volume of our export trade. 

The Italian Government is, however, firmly convinced 
that only by intensifying the rhythm of our trade 
exchanges can our productive activities absorb that 
large volume of labour which the prosperity of our 
people demands, and it will therefore make every effort to 
balance our exchanges at the highest possible levels. 

These considerations which now guide Italian com- 
mercial policies therefore give rise in our country to 
conditions favourable to active and permanent co- 
operation with all foreign countries willing to develop 
their own trade with Italy on a basis of reciprocity. 
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The Wheat Campaign and Self- 
Sufficiency 


By H.E. G. Tassinari 


Professor of Agricultural Economics at the University of Bologna 
and Under-Secretary of State at the Ministry of Agriculture 
and Land Reclamation 


HE chief elements of strength in the Italian trade 

balance were previously almost entirely confined 

to the remittances of emigrants, the revenue from 

the tourist movement and the profits on sea-borne 
freights. 

Among the principal features in the import trade of 
Italy whe reby provision was made to supply the urgent 
requirements of a constantly growing population, the 
importation of cereals, and especially of wheat came to 
assume steadily increasing importance. As a matter of 
fact, the discrepancy between the production and the 
consumption of wheat has always represented, so far as 
Italy was concerned, a problem of great magnitude ; 
this made itself felt in a particularly acute form after 
the world war, when an average annual import trade 
which, in the five-year period, Ig0I—1905, stood at 
10,700,000 quintals, was increased to 14,000,000 during 
the ten-year period, 1903-14, and rose to 26,000,000 
during the four years 1921-24. 

The causes of this were to be found more particularly 
in the striking rise in consumption per head, and in the 
growth of population, unaccompanied as it was, by any 
corresponding i increase per unit of yield. 

The wheat yield per hectare in Italy, which was 
about 10 quintals before the war, remained at about 
II quintals before the initiation of the wheat campaign. 
In order to have a just appreciation of the significance of 
this yield per hectare it should be borne in mind that in 
Italy about 5 million hectares are sown with wheat, con- 
sisting largely of hilly and mountainous lands. 

The Chief of the Government, on July 4, 1925, officially 
proclaimed the initiation of the wheat campaign. A 
permanent Wheat Committee was established the purpose 
of which was to study and to submit to the Government 
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proposals of all kinds as to the means considered likely 
to bring about an increase in the yield of wheat. The 
Chief of the Government himself laid down the leading 
principles of the policy to be pursued. He stated that 
it was not necessary to increase the area under wheat 
cultivation; there was no call to take up land already 
under other remunerative crops or in any event essential 
for the national economy. On the other hand, it was 
necessary to increase the average yield of wheat per 
hectare; every available clod must be made to produce 
as much as possible. 

These guiding principles have given rise to all tech- 
nical improvements in wheat growing, improvements 
which have been extended to the other departments of 
agricultural activity. The question of prices has also 
been faced with a view to the establishment of such con- 
ditions of well-being as will make up for the hardships 
endured by the farmer. 

The instructions given by Signor Mussolini were 
already inspired by the steadfast purpose of attaining to 
that high degree of self-sufficiency, which later events 
have shown to be even more essential and indispensable 
than ever. The wheat campaign symbolised an initial 
and impressive act—revolutionary, too, in character. 
Scientific opinion of the time was fully convinced that in 
Italy it would never be possible to grow all the wheat 
required to supply the needs of its teeming population. 
Moreover, it was felt to be more desirable to produce 
fruits and garden produce, silk and wine for purposes of 
exchange of these products for the wheat of other 
countries. 

The measures adopted included the following: the 
safeguarding of prices by means of protective duties 
and the pooling of wheat, optional in the first instance, 
and afterwards to cover the total output so as to exempt 
agriculture from the risks of speculation; the propa- 
ganda carried out by the agricultural inspection officers 
and by the syndical organs; the premiums awarded to 
the winners in the National Wheat Competition, and the 
prizes for bringing lands under cultivation, for the pro- 
duction and use of selected seeds, etc. 

If the output of wheat during the six-year period, 
1g09g-14, is compared with that for the two first quin- 
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quennial periods of the wheat campaign, it will be possible 
to arrive at a clear idea of the results obtained. 

The total average annual wheat yield for the six years 
previous to the war amounted to 49,000,000 quintals, a 
total which rose to 61,000,000 and 73,000,000 quintals, 
ron gateinge y, during the two quinquennial periods, 1926-30 
and 193I- The unit yield per hectare of 10-4 quintals 
during the pre- war period rose to 12:5 and 14-7 quintals 
respectively, in the two periods mentioned. 

The wheat campaign should not, however, be con- 
sidered as something standing apart from and indepen- 
dent of the other measures adopted by the Government 
with a view to an intensive development of the whole 
range of agricultural production; rather should it be 
regarded as the first step in a policy intended to give 
strength to agriculture in all its aspects, from the growing 
of cereals to fruit and olive cultivation and also to live- 
stock improvement. 

The agrarian policy of the régime has also made great 
progress in the solution of the problem of integral land 
seccumation, or in other words, the gradual transformation 
of large areas, so as to raise them to conditions of agri- 
cima life far more active and advanced than those at 
present obtaining. Thus the initial stage of the simple 
draining of the marshlands as a means for the protection 
of the inhabitants against malaria has now been accomp- 
lished, and a new period has now been inaugurated in 
which hydraulic works have been complemented by 
others whereby the redeemed areas have been fully 
equipped with roads and buildings, with timber and with 
irrigation plant. 

This new line of policy was also the result of experience 
which had shown that malaria was not solely due to the 
existence of marshes, but also to the absence of a con- 
tinuous cultivation. It therefore became necessary that 
the costly work of canalisation and drainage carried out 
by the State should be supplemented by the timely 
activity of the private landowners. To this end the 
Government initiated legislation, whereby official activities 
and private initiative became associated and were so 
encouraged and supported that the result was a conscious 
purpose of collaboration. 

The theory of integral land reclamation is not limited 
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simply to a certain line of technical and economic policy ; 
rather is it a form in which the population policy of the 
régime finds one of its modes of expression. By 
improving the organisation of agricultural production, 
by encouraging the training of small landowners culti- 
vating their own farms, by creating conditions through 
which farm tenancy contracts can be applied which will 
have the effect of closely attaching the countryman to 
the land, by constructing more numerous and more 
healthy rural homesteads, a marked advance is being 
achieved which is at once economic and social. 

Certain figures will serve to give a true idea of the 
extent and significance of the activities comprised under 
the term integral land reclamation. 

The total extent of the area included in the districts 
scheduled for land improvement amounts to 5,106,858 
hectares. As regards 2,205,746 hectares the public works 
pap gpa are already completed, while for the remaining 

2,901,112 hectares they are in process of execution. In 
certain cases these works are solely at the charge of the 
State; in others the expenditure is borne by the State 
as to 75 per cent. in Northern and Central Italy, with the 
exception of the Julian Veneto, the Tuscan Maremma and 
Lazio, and as to 87-5 per cent. in the regions here named 
and the remaining regions. For land reclamation areas 
of the first category, the rate of State assistance may be 
raised to 84 and g2 per cent., respectively. 

In addition to the works for which the State is 
responsible, there are also those undertaken by private 
persons which must follow the lines laid down by the 
first-named and be intended to give full effect to the 
economic, agricultural and social purposes of land 
reclamation schemes. The state is prepared to grant 
subsidies for such works, at a rate which as a rule amounts 
to a third of the expenditure involved, but may be raised 
to 38 per cent. in the case of land improvements, mountain 
pasture lands, or when the works to which a subsidy is 
applicable occur in Southern Italy, the Islands, the Julian 
Veneto, the Tuscan Maremma and Lazio. 

These land improvement schemes have also shown 
quite remarkable results as regards agricultural produc- 
tion, and the gross yield obtained per unit of area mani- 
fests in all cases a striking increase. In point of fact, the 
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gross yield, taking 100 as the index of its value, when the 
land improvement plan was initiated, has risen in value, 
as shown by index figures ranging from 272 as a minimum 
to 2,438 asa maximum. At the same time the number 
of work hours has shown increases varying from twice 
to thirty-six times the number of work hours in the initial 
period. Generally speaking a marked decrease is also 
to be noted in the percentage of casual workers from 
other districts. Thus integral land reclamation has 
furnished its own most impressive contribution to the 
realisation of self-sufficiency in the field of nutrition. 


Wholesale Commodity Prices and 


Cost of Living in Italy During the 
Years 1928-37 


By Professor Riccardo Bachi 


N this article a brief survey is made of the prices of 

] staple commodities in the wholesale trade and_ the 

cost of living for working-class families in Italy 
during the past ten years. 

This period is initiated by the monetary reform of 
December, 1927. By pursuing an extremely rigorous 
policy of monetary and credit deflation, the stabilisation 
of the gold content of the lira was attained for several 
years, and a fixed economic basis for productive activities 
was secured. 

Italian economic life was gravely perturbed by the 
great crisis, the alteration of many foreign currencies, 
the curtailment of international trade and world-wide 
economic stringency, and it became indispensable to 
make drastic changes in Italian credit policy and in the 
system of economic relations with other countries, these 
changes being given a concrete expression between 1934 
and 1935. 

The intensive preparations for the East African 
campaign had strong reactions on the economic life. 
These were accentuated when actual operations com- 
menced and the economic blockade was declared. Italian 
economic activities have more recently been greatly 
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influenced by the annexation of Abyssinia and the 
establishment of economic aut urchy. 

The decade closes with the “ alignment of the lira, 
as a means of co-ordinating Italian currency to the 
changed situation of world currencies. This measure 
will undoubtedly greatly facilitate the development of 
economic relations with other countries. 

Lack of space precludes making a minute analysis of 
price movements in Italy during the truly extraordinary 
decade under review, but Tables A and B give the 
required information in an abridged form. These two 
tables are the result of two distinct and independent 
surveys. Table A is the “ Bachi Index Figure,” drawn 
up by the writer, relating to 150 species of goods, whereas 
Tab le B is the ‘“‘ National Index Figure,” relating to 
=— 300 species of goods, drawn up with a wealth of 
data by the Central Statistics Institute. In spite of the 
wide divergence in their scope, the two sets of calculations 
present a certain analogy in the movement, chiefly in the 
last two years. 

As the two tables show the index figures in individual 
groups of goods, drawn up from separate standpoints, no 
real comparison is possible. All individual series of index 
figures in both tables relate to the curve designated by 
statisticians as U. The development of the general price 
curve is not uniform in all countries. In U.S.A., England 
and sterling bloc countries, the maximum drop was 
between 1932 and 1933. On the other hand, in gold 
bloc countries, due to prolonged deflation, the maximum 
fall was later, and in Italy the minimum index level 
was later still—not until the autumn of 1934. 

Between 1928 and 1929, the price system in Italy 
showed an evident tendency to adjust itself to the 
course of the lira. The sharp fall recorded for the several 
groups of goods, following the Wall Street crisis is a 
movement in accord with the characteristic phenomena 
of the business cycle on the international markets. On 
the whole the depression reacted more strongly on agri- 
cultural products than on industrial goods and the fall 
was greater in raw materials than in semi-manufactured 
goods or finished products. Also in Italy, the depression 
reacted, among commodities for industrial use, more 
stronglyon textile materials than others,even more than on 
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minerals and metals. As is well known, in the cycle here 
considered, more than in previous cycles, the price 
movements of various kinds of goods have been in- 
fluenced in varied ways by the “ ‘combination ” policy 
and especially by the actions of states and cartels 
directed to distract supply from the markets. 

While up to the beginning of 1934 Italian price 
movements were, on the whole, in harmony with those 
of the rest of the world, in subsequent years they 
responded more decidedly to phenomena peculiar to 
national life and diverged considerably from the move- 
ments in foreign markets. Italian economic life was 
then dominated by the preparations for the African 
campaign, with a larger control on economic life and 
foreign exchange restrictions; then came the war itself, 
combined with the sanctions and economic blockade. 
After that there was a brief transitionary phase, and then 
came the alignment of the lira and the gradual adjustment 
of markets and prices to the new monetary basis. 

In Table C, the peculiarity of Italian price movements 
can clearly be seen in the variations per cent. emerging 
from the Bachi index relating to the several groups of 
goods in the years 1935, 1930, and several portions of 
the said two years and the first six months of 1937. 
The various sections correspond approximately to the 
several phases of political and economic national life 
mentioned above, and they thus accentuate and are a 
reflection of the events on the Italian commodities 
market. 

It will be noticed by reference to the general index 
figures on Table C for the ig year 1935, that there 
was a way considerable rise of 27-7 per cent., whereas 
for 1936 it was barely 2-0 per cent. The div erg rence of 
Italian price movements from those of world mar kets are, 
therefore, very noticeable. In various sections of the 
two year period there are upward variations respectively 
of 11-6 and 14-4 per cent. in the first and second 
half-years of 1935; then in 1936 there are the slight falls 
of 0-3 per cent. and 0-5 per cent. respectively in the 
first half year and third qué ring, after which there is the 
relatively noticeable rise of 2-9 in the last quarter of the 
same year. 

These figures show how the upward movement of 
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prices was resumed in Italy essentially during the pre- 
paratory period and the first months of actual warfare. 
It was, therefore, the demand for war materials more 
than sanctions which determined the general rise of 
prices. From the spring of 1936, while sanctions were 
still in force, there was, on the whole, a stationary 
tendency. 

Finally, the noticeable upward movement for the final 
quarter of 1936 and the even more pronounced upward 
movement in the first part of 1937 should without doubt 
be attributed more to the new monetary policy promul- 
gated in the autumn of 1936 than to rising markets in 
other countries. 

The influence on price movements of varying circum- 
stances becomes very evident on examining the sudden 

variations in the index figures for the several groups of 
commodities. (See Table C.) The very. sharp rises 
which occurred in 1939 are due to vast acquisitions 
abroad of war supplies, including raw materials and 
especially metals, textile fibres and chemicals, all abso- 
lutely indispensable materials. The prospect of sanctions, 
and afterwards their enforcement, made it imperative to 
secure large supplies of other goods also for providing for 
the civilian population. In 1935, therefore, vast quantities 
of raw materials, provisions and general merchandise 
were imported and the imperative necessity of securing 
these goods contributed to the rise in prices. 

Just as there is a partial analogy between the 
economic phenomena arising in Italy out of the East 
African campaign and those arising out of the Great 
War, so also is there an analogy, though only partial, in 
the policy adopted. The State (partly through the 
C orporative Organisation) took entire control of imports 
and created monopolies of certain goods necessary for 
armaments and for supplying the civilian population. 

If it is true that during the preparatory period and 
in the first phase of the Alrican campaign, there was a 
marked rise in prices, yet the inflationary and speculative 
mentality was lacking. This psychological difference was 
most likely due in the main to dissimilarities in technique, 
extent and duration, as well as to a different economic 
policy and characters of public life. Nowadays the policy 
is to limit or impede monetary or credit inflation. 
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The events occurring from the end of 1935 to the 
autumn of 1936 in a practically “ closed ’’ market, the 
lack of fluidity of demand and supply and the possibility 
of a plurality of prices, where the supply and demand 
had both become rigid, made a rigorous control of prices 
a political and economic necessity, both in the wholesale 
and retail trades, in order to prevent profiteering. This 
control was vested in a Committee, with the specific 
object of stabilising the home market and preventing 
unjustified increases in the cost of living and it has 
undoubtedly contributed greatly to the stabilisation of 
prices for many commodities. 

The Italian monetary reform of October 5, 1936 was 
inspired by: “ the urgent necessity of regularising the 
intrinsic value of the lira ” so as to put it on a basis of 
equality with other important currencies. The decree 
also re-affrmed the principle of stimulating exports and 
the tourist industry. At the same time a temporary 
measure of pro! hibition to prevent price-raising of certain 
goods and services was established, in addition to a more 
rigorous control of price variations. Prices are only to 
be increased if there is justification because of increased 
cost of imported raw materials or exceptional circum- 
stances arise in production or market conditions. Con- 
siderable relief has also been granted in Customs duties 
and the extra 15 per cent. ad valorem duty has been 
taken off the majority of imported goods. Other 
premiums have also been abolished. 

The same phenomena as experienced elsewhere by 
reduction in the gold content of currencies have also been 
experienced in Italy. Either through market inertia or 
by reason of the economic policy pursued, the effects of 
the reduction of the lira have only been felt in a partial 
degree. As will be seen in the last column of Table C, 
the general price index figures show a rise of something 
like 14 per cent. (from October, 1936, to June, 1937), 
which is very small if it is considered that the gold 
content of the lira has been reduced by something like 
40 per cent. and that there has also been a rise in world 
market prices due to the boom in raw materials.* 


*Respecting the British market, the Board of Trade index figure 
has risen between October, 1936 and June, 1937 from 9%-1I to 110-6 
an increase of 13°9 per cent. 
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By the stipulations of the decree aligning the lira, 
prices have not been “ blocked’ and their movement has 
not been severely arrested. The control, vested at first in 
the Committee above-mentioned, with the collaboration 
of other bodies, and then in the Corporative Organisation, 
calls for careful supervision of the market and the specific 
verification of circumstances conducing to variations in 
conditions of supply and demand. 

The rise in prices of raw materials and other goods of 
foreign origin has, either because of monetary variations 
or other causes, had the effect of also raising the prices 
of home-produced commodities. In Table C it will be 
seen how the rising movement is more pronounced for 
textiles, metals, minerals, raw materials and in general 
for goods which are the object of more active interchange 
with foreign markets. 

Cost of living figures for the working classes are given 
in the National Index, drawn up by the Central Statistics 
Bureau, on the basis of uniform statistical standards, in 
relation to the data for seventy towns. As a starting 
point the cost of living of a type-family at the beginning 
of June, 1928 is taken. 

Hereunder is given the annual average both of the 
general index figures and of the sections of the said 
index relating to cost of food : 





1925 1929 1930 1931 1932 

Index No. of cost of living 100 }=6 IOI*2 97°7 88-3 84°1 
Index No. of cost of food- 

stulis ae ee I0O0 =6I01I°0 95°3 83-2 78+3 
Index No. (national) of 

prices (wholesale) 100 95°4 85°4 74°5 69:6 

1933 1934 1935 1930 1937 

(June) 

Index No. of cost ofliving 80°5 70°4 77°5 83°5 gI-0 
Index No. of cost of food- 

stutts a ie 73°8 70°4 72°8 78-0 54°2 
Index No. (national) of 

prices (wholesale) 63°4 62-0 68-2 76°4 89°9 





The variability in the general index figure of cost of 
living is much lower than the general level of prices of 
the principal wholesale commodities. This phenomenon 
continually presents itself and is explained by the fact 


24.7 


COMMODITY PRICES 


1-t6 Z-£Q e.7% 6:€6 z-99 ¥+-69 6-94 C.69 z-66 OOo: ee ee ee oe spoory 19410 
g-0f 1-€9 9-09 9-6F 9g-Qh g-Z6 6-96 0-69 0-06 oor si syonpold [eanyNoUsy uPlyer] 
€-99 €-CC g9.zG L.gh 1-Qgh o-€f §.2g 6.2L 1-26 oo1 sie =< : spoor) poyiodx 
o-Sor 9-16 6-94 ¢-99 €-99 0-04 1-Lf 6-69 1x-00r oor a8 .- ox spoor) poyi0dury 
€-6£ tof 1-Sg z-LE 9-96 0-Sg z-69 1-09 9Qg-b6 oor Aye] uy peumnsuos pue p psonpoid spoor 
£.Sor z-gor 1-99 o- gf g-g 1-99 1-69 €-£6 ¢.66 oor as spnpolg poysiuLy 
€.6£ +.69 1-SCg 1-Z6 9-66 ¢-bg S:€Z 6-99 £-L6 oor we as **  sTeLiayeyY MP Y-TUIIS 
g-$6 €.££ 6.Sqg £.726 $-€O 0-46 g-zg g-LL 6-96 oor es me si "+ sTeLiozeyy Mey 
z-6£Z 6.0L z-Lgo 1-66 €.996 9-SGg ¢-69 1-64 9Q-b6 oor = rs ug ** sjonpolg poo 
Qg-gor #-zor 9-2Qg zl v-9L €:-9f 6-19 ¥-16 9Q-b6 ooF s ne (‘ost]) Spoor reLyenpul 
b-0o9 £9 €-lg t-0$ 9-06 g-€g €-£6 z-0f 72-06 oor +4 ‘* (ost) syonporg 9fqej}959A 
9-69 1-9 o-GZ Z.14 z-1f 1-L£ 9Q-9Q9 11-00% §-ZzOoI Oor es si s[elioyeyy Surpring 
z-611 0-£6 9-64 z-¥9 9-99 S-69 1-64 9g-€6 I-COI OOI me ie ‘*  gTejoyy pure s[es9Uurypy 
o-€Z 1-96 Z.lb 1-1b ¢.€b 6-Sh o-Ff 6-99 +$-06 oor he = i si ** saytxoL 
g-tg $-9f 6-69 6-14 g-zeL £2.62 +-Cg ¢.€6 4r-zor oor = s aa sponporg [eorusy) 
I--g +-9£ 6-49 6-996 £-2g £-SqQ 9-CL 1-06 €.€0r oor sie oy ‘+  (feumluy) synyspoo,y 
6-94 €£-.99 £-Q99 1-66 9-CC 6.Cg 1-99 0-€4 0-06 OoOo1 ve +s (ajqej}a39A) S]ynyspoo,t 
P-98 9-9 8°L9 T°6G G¢:09 8:9 IIL O-88 $96 OOF se ee — "*  Napuy 1v49UayH 
(aunf) 


for of6r Cf6r ror C€6r clb6r 1f6r of6r O6z6r = gz6r 


‘QzOI Ul SaOIIg JO aseIBAY (OOI) SIseq :SddIg JoOYIe_ JO aMSly xopuy tyorg 





V ATAVE 
—Hn @e & in on Nn Oo wos oO oN ct Bp be orm nN H foe) 5 ~oD - N So — = D 
an ed o ¢ a AN dD wa 4 =a 2 S oo do od os : ~ | wavs : . oo = 
Sc-eA Oo Sager SCs 909 & w 2°" o & as a 2 D| AGH D 23 
ae re ae. Be | _ ~~ — Oe he 4 WW bol me ~ ° — — YH a5 th fe te 








"-KER 


a 
Fé | 


4 


2) 
D« 


TE 


4 


Ti 


co 
vf 
N 


+4-€g 
40-62 
L.zg 
Z-OOL 
*7-160 
#9 + 8g 
6-26 
9-98 
GS-99 


-O£L1 
zo 
-L6 
QII 
-OOI 
-6Z 
6°68 
(oun) 
L£e61 


AMNwA WwTWM 


€.1Z 
¢.¢€Z 
Q-zZ 
£.6g 
+.Cg 
LLL 
z-9Z 
9-92 
0-62 


£.96 
9-0 
L.€g 
¥.QIr 
b.Z9 
6-19 
P°9L 


gf 61 


‘QzOI IeaX OY} UI SIDLIG JO aseIOAY (O01) sIseg 


I-09 
A AA 
€.99 
6.¢2 
¥.2S 
9-9 
9-$9 
$-g9 
ol 


q 


9O8 
-Z9 
€Z 
-b6 
rl 
-OF 
6°89 


| ae Oi: ot ie aS | 


Ceor 


z-LS 
6.¢9g 
¢.z9 
9-99 
C.LP 
g-gS 
€.Z¢ 
0-09 
zZ-IL 


+F.09 
C.19 
1-49 
b.1Q 
L.l9 
Q- Sb 
0°69 


reor 


F.19 
£-99 
0-9 
7.L9 
1-LP 
¢.6¢ 
6.Z¢ 
0-19 
0-12 


b.oZ 
0-L9 
g-1Z 
9-SQ 
0-o£ 
1-oF 
P29 


€€61 


0-99 
zZ-£Z2 
6.02 
-69 


c 





9°69 


cLor 


g-€Z 
€.¢Z 
--€Z 
6.92 


1-66 
6.22 


ae a 2 


1f61 


"ACW 
9-SQ 
C.+Q 
6.2 
€.69 
1-9Z 
6.£€9 
6.79 
I-t9 
I-96 


-QOI 
-10 
+b6 
»»Q6 
€.£6 
€.€Z 
F+@8 


We S&S 


on 


of61 


‘gq alav]k 


1-Z6 OOI 


z-£6 OoL 
+.+6 OOI 
C..£6 OOI 
L.v6 OOI 
-.C6 OOr 
¢.c6 OOr 
6.+6 OO! 
g-IOI OOI 


z-LoI OOI 
C.96 OOI 
Q-OOI OO! 
Q-czol OO! 
Z.00I1 OO! 
Q-160 OOI 
B°O6 00! 


6z61 QzoI 


(poo,-uoN) spnpolg . 
(poo..) sjonpolg = 
([v1oud+)) spNnpolg pesinjporjnureyy 
a **) sgpI}Ty poinjorjnueul-TlWas 
(poo,J-UON) sTeLiayey_y Aey 
** (poo) sjeLiozeyyY Mey 
([e19Ud‘)) STeLIaVe]Y Mey 
9 “se a ** sjonpolg poo 
** sjonpoid orur 
-V190 SNOIITIA ‘S[RIOUT] IT[TeI]Y-UON 
“9 UOTJONI}JSUO) IO} JOGUIT] 
oe o* oe o-* ee jodeg 
SIOSI[I}.19,J Pu SJONpoIg [voTUIYy) 
xe - ** TIO [eloUuT]Y puv feng 
Syonpold [BOTUPY I] pure [VOTLSINTe IIIT 
“3 “ wi sjonpolg axa 
= oe ue ‘*  Napuy pvaauay 


: Spoor) JO Sadlig JO Xopuy oINSLJ [euoIjeEN 





249 


Qg-Cri+ ¢.1 z— €9.2+ z7z-é1+ 09-6+ 22.€ + ogb-gz+ °° os Spoor) 19410 
C-or+ 46+ og-0+ of¢b + 46.9 — G$E-2+ br-Z1+ 6€.1 — $2.62e+ °° " syonpolg 

jemyNousy uLIyery] 
z-61+ v¢-41+ 21+ 642+ 24 — gor + Lb.€1+ 94.0 + go-gr+ °° ** spoor poyodx7] 
g-7z+ 1-€1+ 46-9 + bg — “O.€ + bg-0z+ f0-z14+ 66.2 + gt-St+ °° ‘* spoor poyodury 
¢-11+ Z-o1+ 79-0 + €1-€ + oF-€ — ‘ 


~ z7g-OI+ Gbh-II+ €z-0 + 6z-€z+ °° + Aye}] Ul powms 
<a) -uo0d pue posonpoid spoory 
Ss og+ 944+ oF-o + 6z-e1— 2-2 + zz-b€+ vE-S + €2.6 — 6€-1b+ °° syonpolg poystuLy 
tng o-€1+ .z1+ gz-0 + g9-2 + Sgr + 1r-11+ 2-9 + £9-4 + og-gI+ °° S[LIO}LIY MVI-TUIIS 
Re o-Ze+ €-Cr1+ s«1-01+ €0-0 — 69.2 — tz-g1+ go0-zz+ 69-9 + I1-¢h+ °° **  STRLIOZeIY Mey 
QU 96+ 6-¢+ og-0 + ¢C.€ + $t$.1 — Sg + og-o1r+ LZ6.c + f@g-g1I+ °° ** sjonpolg poo. 
0-114 C.o1r+ th.o — 22.9 — €2-0 + 1b-Z€+ 06-9 + 11-¢ — $g-6b+ (‘OSIJ) Spoor [eLIySNpu] 
Sins 6-2 — z2e— gf.0 — gz-z-+ Go.Sz— gg-1z+ 16-9z+ 16-€2— gQg-€S4 (ost) s}onporg aqejas0A, 
» 99+ oz2+ O$-¥ + I€-0 — 69-2 + Qg-zI+ G$z2-I + Cz-4£ + go-vi+ °° s[ello}eyy Supping 
a g-1€+ a-ezt+ $6.2 + cehee— tr-1 + O61-z1+ tg-Zz+ €6-9 + Ch-Eb+ °° s[eoJY pur syes9uryy 
Q-gz+- 1-41+ @z-g+ zo-r+ 19-€ + Iz-g1+ Gh-or1+ 1€-€1+ €F-0f+ °° ‘* — spoory aJNXo] 
Q oL+ 66+ €o0+ €€.0+ 6€.9+ grg+t+ €r-€ — “Zi1-4+ or1r-6+4+ °° sjonpoig jeotusy) 
ea) yC¢4+ 24.0 + to0 — o9-4 + 96-2+ 6b-oz+ 6.2 + Sz-4 + 9g0-b2+ °° (jewunuy) es 
x o-€1+ 6-o1+ 06-1 + 10-2 + €1-€ — $g-~ — $g-S1+ 99-0 + O6G$-zI+ °° (a[qvya50A) STeNJTA 
a S-FI+ 8 Ollt+ 68+ FF-0 — 08:0 — FRePI+F LETI+ F086 + 69-LEtr °° "*  Mapuy vaaua’ 
ms LE61 
od ‘oun 
eS, 03 gf61 Le61 gf61 gf61 gf61 ClOr Ce6r 
*4das “syjm  “Jrengy “wen = “syjw “Suu “Suu gt61 ceor 
wooly gQ }SI yi pat 9g jsI gQ puz 9 3sI eax Teak 


‘S9XO9PU] VY} Wo Sutsue ‘jus. Jod suoreiue, 


‘) aATAV 









250 THE BANKER 


that the articles consumed appertain to the retail trade 
and that the goods are finished products and not raw 
materials. The variation in total cost of living is less 
than that of food alone, and this is explained by the 
fact that normally the variation for the whole is less 
than for a single item. Food, particularly, is affected 
by the ups-and-downs of agricultural production. 

During the period under review, the Italian Govern- 
ment’s economic policy has undoubtedly exercised an 
influence on the cost of living, as witness the measures 
taken to deal with house-rent, electricity tariff, gas and 
other services, and the policy adopted as regards food 
supplies and agricultural production, especially cereals, 
where the measures adopted regarding production and 
distribution have stabilised the price of bread to a 
marked degree. Other things which have reflected, both 
directly and indirectly, on the cost of living, are the 
measures adopted to secure a more equitable distribution 
of the incomes in the classes of population following a 
spirit of “‘ social justice.” A systematic general increase 
in the wages and salaries came into operation in May, 
1937, in correlation with the rising of trade activity and 
the rising in the prices of commodities and of cost of 
living. 





Italian Social Legislation 
By T. Cianetti 


President of the Confederation of Industrial Workers. 


since 1922 to date so much has been done that the 

space given me by courtesy of THE BANKER is 
entirely insufficient to do more than give a brief résumé 
of the facts. 

Although Italian social legislation is here considered 
as from 1926 the preceding period also is one of not a 
little interest. gy sett. after coming into power in 
October, 1922, the Government promised legislation on 
the eight hour day, in conformity with the Washington 
Convention, and it promulgated new regulations for the 


|: matters of social legislation carried out in Italy 
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protection of female and child labour on the contract of 
private employment and in the matter of social insurance. 
It also arranged for the “ registration ’’ of the Syndicates 
as a first step towards their legal recognition. 

But the great org ganic work of social reconstruction 
really begins with the ‘ ‘Syndical Statute” of April 3, 
1926, and with the ‘ ‘Labour Charter ”’ of April 21, 1927, 
the purpose of which was to give juridical discipline to all 
labour affairs on the one hand, and make equitable wage 
adjustments on the other. 

In these conditions the action of the Syndicates 
(formed by the workers of the one part and employers 
of the other part) develops in an orderly and efficient 
manner. 

The collective contract of labour is the basis ot 
syndical action. 
~ With this the Government has protected the worker 
from any arbitrary act of the economically powerful 
employer. This was the main preoccupation of the new 
Government, as it must be of all democracies, conscious 
of the needs of their workers. But this does not mean 
that any oppressive measures are applied to the parties 
who are completely autonomous and responsible in the 
negotiations for formulating the contract. 

The State, through the Ministry of Corporations, 
intervenes only when the two parties have freely defined 
the contract, in order to control the proper drawing up 
of the legal clauses and different regulations protect- 
ing labour and the workers, such as hours of "labour, 
wages, paid holidays, system of working, and assist- 
ance of all kinds. The omission of a single condition 
renders the contract void. Once the contract has been 
ratified after the Government intervention it becomes 
obligatory on all concerned, and has the force of iaw. 

The collective contract to-day regulates the labour 
of some 8,000,000 workers. Only some 600,000 are— 
for a short time—still not governed by it. At the 
moment, for example, the contract of industrial employees 
is under discussion. A contract of this kind was signed 
on August 5th, 1937 by the Confederations of Workers, 
of Industry and of Employers. It concerns about 
200,000 employees. 

Controversy on the application of the contracts has 
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progressively diminished as these have been perfected. 
While in 1933 industrial claims were 64,936, to-day 
they have been reduced to 7,752. 

Measures of social protection are also carried out by 
other institutions in combination with syndical action 
for the more effectual working of the vast and precise pro- 
gramme of the universally known Charter of Labour, 
which has laid down in a definite and completely demo- 
cratic form the rights and duties of workers and 
employers in their reciprocal relations with one another 
and with citizens in general. We speak of such institu- 
tions as, for example, the Mutual Aid and Insurance 
Societies, the communal Aid Societies, the National 
Maternity and Infants Aid Association, the Opera 
Nazionale Balilla and the National Leisure Hour 
(Dopolavoro) Institution. 

The worker is assisted and guided through all the 
vicissitudes of his life: illness, accident, unemployment, 
ill health, old age. He is also taught his duty as a 
citizen, which is from infancy to maturity to improve 
his phy sical, moral and intellectual personality. 

Let us examine, briefly, how the organisations estab- 
lished to achieve these two ends function. 

The work of assistance for accidents, pensions and 
provident matters in general is carried out under the 
egis of two great public bodies, immune from private 
speculation and controlled by the State, but administered 
by representatives of both employers and workers: one is 
the Istituto Nazionale della Previdenza Sociale, and the 
other the National Institute. Their functions are 
automatic and the initiative rests with the two institutes 
mentioned. When the matters being dealt with are 
difficult and complex the worker is gratuitously assisted 
in their development, and in any eventual controversy, 
by a syndical public body, the ‘ Patronato Nazionale.” 
In matters of accidents alone, the Patronato last year 
assisted 251,221 workers to obtain 173 million lire in 
indemnities and 13 million lire in pensions. 

The activities of Istituto della Previdenza Sociale 
last year are shown by the following figures : unemploy- 
ment indemnity, I,300,000,000 lire; pensions, 420,77 
granted at a cost of 401,495,000 lire; pensions settled 
to 1936, 602,900 at a cost of 2,114,127,000 lire; workers 
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assured against tuberculosis, approximately 3,000,000; 
maternity assistance rendered to 59,021 female workers. 

During the same period the Istituto controlled 
6 convalescent homes, 41 anti-tuberculosis sanatoriums, 
with 11,741 beds; 95 anti-trachoma dispensaries; 10 
thermal establishments. 

The Accident Insurance Institute assisted 511,999 
workers, paying something like 200 millions in in- 
demnities (death, permanent disability, temporary dis- 
ability). 

The Syndical Associations of Workers and Employers, 
through the flourishing Mutual Sickness Benefit Societies, 
provide medical and surgical assistance, medicine and 
hospital assistance to the members and members’ families 
in many parts of Italy. The members are industrial 
and agricultural workers and commercial employees, and 
there are 4,000 branches with 4 million membership. 


But it is the wages of labour which make it sweet, 
and in Italy we have called the adjustment of these 
“ bridging the gap.” 

The wage of the Italian worker is perfectly balanced 
with the cost of living because, as is known, in our country 
prices of articles of prime necessity are not illimitably 
free and uncontrolled, seeing that it is the duty of the 
Corporations to control and retain them within reasonable 
limits of gain. 


In 1936 and 1937 all workers’ wages were improved 
by 20 per cent. But these figures w ould signify little if 
the “‘ real wage ’’ were not taken into account, that is to 
say, the wage received in money, plus all the benefits 
of social services, for which the worker pays an absolutely 
minimum pecuniary contribution. A reasonable calcula- 
tion of the real improvement would be more like 50 per 
cent. 

Another benefit for the family man is the grant (at 
present 4 lire per week for every child under 14 years of 
age) from the fund made up in great part by contributions 
from the employers and the State. This has caused a 
radical transformation of the conception of wage. 

Outside the environment of his work the Italian 
worker enjoys the benefits of many other social services. 
As a child he is assisted by the National Maternity and 
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Infants’ Aid Association which looks after his moral and 
physical welfare. 

Then there are the ‘‘ Maritime and Mountain Colonies,” 
which assure the workers’ children of fresh air and sun- 
shine (700,000 in 1936). These will soon be also assured 
to the worker at home, for legislation has been pro- 
mulgated for constructing 187,000 window-frames for 
workers’ homes in the 17 major cities (91,506 in 1931). 
The reconstruction of 400,000 agricultural workers’ 
cottages has also been ordered, and complete model rural 
towns are being built: Littoria, Sabaudia, Mussolinia, 
Pontinia, etc. 

For the young there are many societies, corps and 
institutions, of which the workers’ children make up the 
bulk of the 6,000,000 members. Here their juvenile 
minds and energies are guided in the right direction, 
and their physical education proceeded with. A few 
figures here will give some idea of the vast scope of these 
institutions. 

The movement has 3,000 teachers and 12,000 sports 
instructors. There are 8,600 sports’ grounds and gym- 
nasiums; 200 ‘‘ Case del Balilla’’; go00,o00 swimming, 
ski-ing and athletic races; gymnastic displays (19: 36), 
7,000 with 3,000,000 participants ; participants in various 
races and games, 4,500,000; masculine nucleus for gym- 
nastic sports, 40,000; feminine, 12,000; sports’ leaders, 
55,000; elementary teachers for preparing pé articipants 
for races, 5,000. Diplomas awarded in the Instructors’ 
Staff College: Rome Academy (men), and Orvieto 
ev , 722 in 1935; miscellaneous courses, 50,000 (of 
which 30,000 were in physical culture and 3,000 in 
iene economy); agricultural management, 3,500; 
dramatic art, 2,200; cinematography, 1,072; bands and 
military bands, 400; musical and choral courses, 1,100; 
school continuation courses, 4,300; rural schools, 6,600— 
for adults 1,500—meals distributed in schools in 1936, 
2,000,000; books distributed, 200,000; radio, 500; naval 
schools for cadets, 4. 

Workers’ recreation is catered for by ‘‘ Dopolavoro,’ 
an institution of which the first president was the popular 
Duke of Aosta. In these centres the worker finds his 
recreation in sport, excursions, artistic and cultural 
education, music, dramatic art, cinematography, radio, 
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evening Classes, libraries and hobbies of all kinds. Figures 
of achievements here are imposing, but lack of space 
forbids giving more than a few. There are 2,767,000 
ticket-holders (1936), and 19,554 affiliated associations. 
Well over 1,500,000 displays, meetings, classes, sessions 
were held; libraries number 6,427 with 1 179,537 books. 
In games and popular sports there were 1,030,000 partici- 
pants :—946,957 hikers; 1,062,431 rail excursionists ; 
178,340 skiers; 232,963 motorists and cyclists. The 
Institution owns 70,499 market gardens with an area of 
2,641,888 sq. metres and 705 ex ‘perimental fields with an 
area of 167,758 sq. metres. 

Moreover, the organisation has arranged for con- 
cessions of different kinds, such as cheap railway fares 
discounts in theatres, restaurants, shops, etc., for the 
provision of articles of prime necessity at reduced prices. 

Only lack of space prohibits me from giving data and 
figures which would fill many more pages, so I must now 
conclude by saying that the Italian Government has 
carried out a work of which it may well be proud, as can 
be verified by anyone visiting our country. 





Social and Private Insurance 
By Bruno Biagi 


President of the National Institute of Social Insurance 


HE Charter of Labour has given social insurance 
T a new form, in which it becomes “ the high mani- 

festation of the principle of collaboration,” and 
has fixed the lines of the programme on which it is to be 
developed. 

In the National Social Insurance Institute and the 
National Workmen’s Accident Insurance Institute are 
centralised all State Social Insurance, excepting only 
sickness insurance, which still preserves a contractual 
form, seeing that it is administered by the Mutual Aid 
Societies, of a professional, semi-professional and _ local 
character. 

In the section of social insurance administered by 
the National Social Insurance Institute and comprising 
invalidity and old-age insurance, unemployment insur- 
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ance, maternity insurance and insurance against tubercu- 
losis, the Royal Decree of October 4, 1935, No. 1827, has 
co-ordinated and perfected the several activities carried 
on under these headings and during the past ten years 
numerous measures have been put into operation with 
the object of co-ordinating social insurance with the 
development of the Italian Governments social policy. 

A convincing proof of the progress made is the total 
number of pensions granted for invalidity and old-age 
in 1927 and 1936. In 1927, the total number granted 
was 27, 605 for a total amount of 12,386,520 lire, whereas 
in 1936 the total number granted was 50,805 to a total 
value of 42,378,957 lire. Moreover, by a measure 
promulgated in 1928, the amount of the pensions was 
increased, the increases varying from 8o per cent. to 25 
per cent., in inverse ratio to the original amount, and 
supplementary grants were made, commensurate with 
the number of children under the pensioner’s charge. 

The insurance activities of the Social Insurance 
Institute are combined with preventive and curative 
health assistance, and this Institute controls the vast 
machinery set up in the way of convalescent homes, 
thermal establishments and anti-trachoma dispensaries, 
in which during the decade, nearly 250,000 workers have 
been assisted. 

Unemployment insurance, the perfecting of which was 
announced in the Charter of Labour, has been brought 
into harmony with the rest of the social services policy, 
more especially with those relating to the demographic 
policy of the State, and an increase granted proportional 
to the number of children in the insured person’s care. 
In the period 1927-1935 the sum of 997,300,242 lire was 
paid out. 

The attainment of the demographic object, as well 
as the attempt to prevent unemployment, has inspired 
the Social Insurance Institute to participate in demo- 
graphic colonisation. This participation is mainly finan- 
cial in land-reclaiming and colonisation schemes, but it 
is also developing these directly in certain parts of 
Libya and Sardinia. 

Maternity insurance also—in harmony with the 
purpose expressed in the Charter of Labour—has been 
perfected through the medium of numerous measures, 
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the last being the Royal Decree of August 7, 1936, No. 
1502, which has extended the field of application, so as 
to bring in—with the admission of female land workers — 
the greater part of women workers, some 2,000,000 in 
all. It has fixed the contributions so as to make them 
commensurate with the requirements and has amplified 
the methods of application. 

Compulsory insurance against tuberculosis, instituted 
by the Royal Decree of October 27, 1927, No. 2055, for 
workers comprised within the scope of invalidity and 
old-age insurance, was extended by subsequent measures 
to cover agricultural workers and small tenant farmers, 
the total number—comprising insured persons and their 
families—thus insured against tuberculosis being nearly 
18,000,000. 

In order to cope with the projected extension of this 
insurance to other categories, a vast programme of 
sanatorium construction is being carried out by the 
Social Insurance Institute, and at its conclusion it will 
have at its disposal 62 hospitals with 20,378 beds, as 
compared with only 42 hospitals and 11,979 beds at 
present. 

Under this tuberculosis insurance scheme some 
300,000 patients have been treated, with a total outlay 
of nearly 1,000,000,000 lire. 

Two other new social services have been established 
in Italy since 1934. The first is the family allowance, with 
7,000,000 contributors and slightly under 4,000,000 
beneficiaries, and a total annual cost of some 700,000,000 
lire. The other is the family loan for marriage and 
births, whereby a sum varying between 1,000 lire and 
2,000 lire maximum may be granted on the occasion of 
marriage in which the conjugal partners are not more 
than 27 years. On the birth of any live, healthy children, 
a part of the loan is remitted—tro, 20, 30, 40 per cent. 
for the first four consecutive children—and the amortisa- 
tion of the remainder postponed for a year. 

The perfecting of Workmen’s Accident Insurance and 
Occupational Disease Insurance, which was established 
in the Charter of Labour, has also been realised. Work- 
men’s Accident Insurance for industrial workers is 
administered by the National Insurance Institute. Agri- 
cultural workers’ accident insurance is administered by 
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the Mutual Aid Associations of the appropriate Federation. 
Occupational disease insurance was instituted by the 
Royal Decree of May 13, 1929, No. 928. 

Insurance against common ailments has not been 
given the force of law but is embodied in the collective 
labour contracts, and is administered by appropriate 
Mutual Aid Associations. Commercial employees are 
catered for by an organisation with a membership of close 
on 250,000. Agricultural workers are under the egis of 
the Provincial Mutual Aid Associations with a present 
membership of 1,600,000, but which later will cover 
some 4,000,000, with the extension of this insurance to 
settlers and tenant farmers, and industrial workers are 
covered by territorial and occupational Mutual Aid 
Associations with a total membership of 2,229,750. The 
activities of the industrial and agricultural sickness 
benefit associations are co-ordinated in the Agricultural 
Mutual Sickness Benefit Federation and the Industrial 
Mutual Sickness Benefit Association respectively. 

Private Insurance, which has developed very promis- 
ingly of recent years in Italy, is organised on lines which 
are becoming every day more complete and more adequate 
to the technical requirements of this branch of insurance 
and to the principles of corporative organisation. 

At the present time there are 127 private companies 
operating in Italy, of which go are Italian, 18 French, 
7 English, 7 Swiss, 3 German and 2 Austrian. They 
offer to private persons the benefits of insuring against 
risks of all kinds, such as general life, sea, land and air 
travel, fire, storm, fidelity bonds, civil accidents, theft, 
illness, as well as those most closely associated with 
industrial activities, such as wear and tear of machinery, 
damage to plant, plate glass, valuables, etc. Guarantees, 
credits, annuities, maternity benefits and risks of puer- 
peral fever, are also covered. Underwriting is also 
undertaken by certain institutions dealing exclusively 
with such risks. 

Life Insurance statistics for Italy show the following 
movement in 1933, 1934 and 1935: Number of policies, 
1,109,088, 1,285,436 and 1,486,707 respectively ; Capital, 
15,878,134,297 lire, 16,886,356,000 lire and 17,771,283,731 
lire; Premium income, 82,183,099 lire, 86,438,898 lire 
and 89,331,927 lire respectively. 
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At the end of 1936, the total amount of insurance 
effected through the medium of the National Insurance 
Institute, upon which mediatory and executive powers 
had been conferred by virtue of Royal Decree of April 29, 
1923, reached 14, 850,000,000 and the assets were some 
4,921,000,000 lire. 

Net profits for that year were 61,000,000 lire, an 
improvement of 4,000,000 lire on the preceding year. 
Out of this, after deduction of the large compulsory 
reserves established by law, the State received as its 
share the sum of 25,000,000 lire, and a like sum was 
assigned to the policy-holders as their share of profits. 

Popular Insurance (Provident Insurance), which is 
progressively developing in Italy, deserves special mention 
here. With the collaboration of the insurance companies, 
the National Insurance Institute and the occupational 
associations, this form of non-compulsory insurance 
among the people is rapidly developing and is encouraged 
by the associations as a method of sav ing complementary 
to the several forms of compulsory insurance and of 
educating the worker in thrift. In 1934, when this form 
of insurance was initiated on a large scale, the number 
of new policies issued reached 171,000 to a value of 
367,000,000 lire. In 1935 the policies in force had risen 
from 457,000 contracts for 983,000,000 lire, to 570,000 
contracts for 1,217,000,000 lire. In 1936 the policies 
issued reached 400,000 for 700,000,000 lire. 

All the activities of Italian insurance institutions— 
both social and private insurance—are carried out by 
syndical and corporative organisations, particularly the 
Insurance and Credit Corporation, which is divided into 
three separate sections dealing with Banking, Provident 
Institutions and Insurance respectively. A measure 
typical of the unitarian and co-ordinative character of 
the Corporate State, is that, in the latter section, for 
example, both private insurance companies and social 
insurance institutions are represented, and from this 
harmonious collaboration, the greatest possible benefit is 
obtained for the community as a whole. 

Another characteristic corporative innovation is the 
harmonious relationship brought about by representation 
being given in such a Corpor: ution as the above to the 
Banks and Provident Institutions, as this in its turn, 
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brings about an easier and more harmonious collaboration 
between the productive enterprises and the credit, 
provident and insurance institutions supplying capital. 
Within these corporative bodies, are elaborated forms 
and conditions adequate for ensuring that the organisation 
and productive activities are correlated to the possibilities 
of production and the requirements of the consumer. 
This co-ordination and joint representation are par- 
ticularly necessary and useful from the financial stand- 
point, seeing that the large social and private insurance 
institutions operate on the basis of financial investment in 
either private productive enterprise or in public works. 
It is interesting to note that the evolution of the conception 
of centralisation of insurance savings, and above all, of 
the investment of the latter in private and public enter- 
prise coincides with the gradual transformation of the 
position occupied by capital in the corporative economic 
system, wherein it is progressiv ely acquiring more instru- 
mental value, accentuating thereby its character as a 
factor in the operation of credit. In the corporative 
economic system, the directive functions and organising 
ability of the entrepreneur tend to become much more 
important, while the supplying of capital—which fre- 
quently takes place in the financing by credits—tends 
increasingly to assume an instrumental character. 





Communications in Italy 
By H.E. M. Benni 


Minister of Communications 


S I recently had occasion to explain to the Chamber 
A of Deputies and to the Senate, the improvement 
anticipated in the estimates of the State Railways 

has been more than borne out by the facts. 

For 1935-36 a deficit was estimated of 900,000,000 
lire. Actually the financial year closed with a deficit of 
only 350,000,000 lire, of which 150,000,000 lire was an 
extra assignment during the period for improvement in 
plant and rolling stock. 

For 1936-7 it was estimated that the budget would 
be balanced, but in actual practice there will be a large 
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surplus, in spite of the extra assignment of funds intended 
for direct application to electrification of the system. 

Without going into a detailed analysis of the causes 
of these encouraging results, I may say that the most 
important factors having a bearing thereon are the ever- 
increasing development “of passenger and goods traffic, 
the reduction of expenditure and the improvement in the 
services. 

Passenger traffic was the first to show a decisive 
tendency to improvement. This was apparent at the 
end of 1933-34, when the number of tickets sold in- 
creased from 77,000,000 for the previous financial year to 
79,000,000. In 1934-35 they had risen to 82,000,000 
and in 1935-36 to 87,000,000. In 1936-37 the figure will 
be something like 91,000,000. On the 1932-33 basis 
there was therefore an increase of 3 per cent. in 1933-34, 
6 per cent. in 1934-35, 13 per cent. in 1935-36, and for 
1936- -37 it can be safely estimated that the increase will 
be 18 per cent. 

Regarding goods traffic and tonnage carried, we find 
a slight increase in 1934 -35, one year after the first 
increase became apparent in passenger traffic. 

On the basis of 1933-34, am increase was registered 
in 1934-35 of 0-6 per cent., 18-7 per cent. in 1935-36 and 
it can be estimated that for 1936-37 the increase will be 
in the neighbourhood of 30 per cent. 

Reduction of expenditure is the constant aim of the 
executive staff, which examines and puts into operation 
all such measures and technical improvements as will 
permit either of a reduction in personnel or the use of 
less costly materials or the cutting-down of the con- 
sumption thereof. 

Electrification is being rapidly carried out. In 
October, 1935, electric services were inaugurated on the 
Florence-Rome and Rome-Naples lines. On April 21, 
1937, electric traction was extended from Battipaglia to 
Reggio Calabria, in the furthermost extremity of Italy. 
To-day out of a total of 17,000 kilometres, nearly 4,000 
have been electrified, and it can safely be estimated that 
by October 28 next year, this number will have been 
increased to 4,700 and by October 28, 1939, to 5,100. All 
this without taking into consideration that in private 
railways being operated on a concession basis, Italy 
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possesses a further 800 kilometres of standard gauge 
electrified lines, as well as 1,000 kilometres of narrow 
gauge. 

The journey from Rome to Reggio Calabria which in 
1894 took 21 hours has now been reduced to 10} hours 
and will be further reduced to 8 hours when the new 
electric trains now being constructed are put into opera- 
tion. 

Esp ecially noteworthy is the advantage accruing for 
goods intended for export. Transportation of goods from 
Sicily to the frontiers is effected in 2} days instead of the 
33 days of previous times. 

Another economic advantage resulting from electrifi- 
cation is the reduction in fuel consumption by 1,200,000 
tons. 

The works of electrification under construction com- 
prise those of Rome-Livorno, Milan-Bologna-Ancona, 
Orte-Falconara, Milan-Voghera and other stretches, to 
a total extent of some 1,050 kilometres. These works 
will be concluded in 1939 and the total number of kilo- 
metres of electrified lines will then be, as mentioned 
above, 5,000. 

When these 5,000 kilometres have been electrified, the 
saving which will then be effected in the consumption of 
coal will be in the neighbourhood of 1,500,000 tons, 
practically half the total consumption which would be 
entailed if the whole of the State lines were run on 
steam. 

Immediately the present programme has been com- 
pleted, work will be started on the scheme already drawn 
up for the electrification of a further 4,000 kilometres, 
bringing the total up to 9,000 kilometres, which is the 
total number considered to be particularly adapted to 
electric traction from the technical and economic 
standpoint. 

The use of internal combustion autocars is also being 
rapidly extended. At the moment there are something 
like 300 autocars in operation with 54,000 train-kilometres 
per day on a total length of 6,900 kilometres of line. 

The public has shown a great liking for this autocar 
service which offers greater celerity and frequency of 
journeys, for which reason the Railway Administration 
is to extend it rapidly to many other lines, as and when 
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delivery is effected of the autocars at present being 
constructed. 

It can be calculated that when all these new auto- 
cars at present being built are placed in service, the 
annual number of train-kilometres run will approach the 
35,000,000 mark, which will be one-third of the total 
kilometres run by Italian passenger trains. 

In addition to exercising control of the State Railways 
and of Posts, Telegraphs and Telephones, which ensures 
direct intervention of the State in these essential public 
services, the Ministry of Communications also exercises 
control over two other very important public services, 1.e. 
the Mercantile Marine and the Inspectorate of Concession 
Railways, Trams and Motor Cars. 

All communications are not, however, controlled by 
my Ministry, as other important activities under this 
heading, i.e. road and air transport, are dependent on 
other Departments. 

In the matter of ordinary roads, Italy has within a 
few years created a vast network, after re-arranging the 
classification and distribution thereof, according to the 
real needs of the community, among the various entities : 
the State, the Provinces and the Communes. 

The State Roads Department was created which, it 
can be said, has re-constructed and maintains in perfect 
repair the whole network of first-class roads, while at the 
same time it is unremitting in planning fresh improve- 
ments and amplifications therein. 

To-day Italy possesses 21,000 kilometres of perfect 
roads, while she has taken a great step forward in road 
construction by the building of the great “ autostrade ”’ 
or “‘ motorways, ’ that is to say, roads reserved exclusively 
to motor vehicles. 

Commercial air services were initiated in Italy in 
1926. At the beginning these were operated by several 
companies, the scope of which was necessarily restricted, 
although even then the necessity for great international 
and intercontinental associations was realised. 

Once the difficulties of the initial period had been got 
over and a proper network of air services had been 
established, the economic organisation thereof was gone 
into very deeply. The results of these labours have 
become clearly apparent by the fusion of the several 
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companies into one body, thus automatically eliminating 
any overlapping of efforts and harmful friction, and 
permitting costs of operation and materials to be cut 
down to a minimum and a vigorous policy of expansion 
to be pursued. 

The great development which has taken place in the 
decade from 1926 to 1936 can best be appreciated by the 
following figures. The number of kilometres flown has 
increased from 600,000 to 5,300,000; passengers from 
4,000 to 80,000; mails carried from 1,500 to 374,000 
kilogrammes, and baggage and goods from 40,000 to 
1,166,000 kilogrammes. 

On the Italian air lines no material other than Italian 
is used. 


Italian Colonial Empire 
By H.E. Alessandro Lessona 


Minister of Italian Africa 
N the eve of the Abysinnian events which brought 
() about the establishment of the Empire, Italy 
had two colonies in East Africa, Eritrea and 
Somaliland, and one in North Africa, Libya, comprising 
the territories of Tripolitania and Cyrenaica, which were 
previously two different colonies. 

The oldest colony is Eritrea which was established 
in the eighties of the last century by the occupation of the 
coast on the Red Sea and above all by the occupation 
of the important port of Massowa. It was regularly 
constituted a Colony in January 1890. 

It had an area of 118,600 square kilometres; the 
population was around 500,000 of which nearly 5,000 were 
Europeans, the greater majority of the latter being 
Italians. In forty years of Italian rule, the population 
has been very nearly doubled. 

Italian Somaliland, after a period of commercial 
administration, controlled by the State, was regularly 
constituted a colony in 1908. The original occupation 
of the coast on the Indian Ocean was gradually extended 
towards the interior and after 1925 the protected 
Sultanates of Obbia and Migiurtini and the territory 
of Nogal were added thereto, followed by the ceding of 
Giubaland by England. So that, Italian Somaliland, on 
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the eve of the war comprised some 500,000 square kilo- 
metres, with a population of a little under a million. 

Libya is a vast territory which occupies the central 
part of Mediterranean Africa between Tunisia and 
the territory of Southern Algeria on the one part, and 
Egypt and the Anglo-Egyptian Soudan on the other; 
the hinterland borders on Equatorial Africa and French 
West Africa. The total area is around 1,780,000 square 
kilometres made up mostly of desert and desert fringe. 

What did these three colonies represent to Italy 
before the formation of the Empire? Certainly she 
derived no economic advantage therefrom, because up 
to that date she had put in a great deal more than she 
had taken out. From an examination of the Budget 
figures of the year preceding the conflict, it can be 
observed that in order to balance the ordinary estimates 
for Eritrea the State contributed nearly 42,000,000 lire; 
for Somaliland 47,000,000 lire, for Tripolitania 146,000,000 
lire and for Cyrenaica 145,000,000 lire. 

In Eritrea Italian goods to a value of 125,000,000 lire 
were imported out of total imports of 215,000,000 lire. 
In Somaliland 32,000,000 out of 59,000,000, in Tripolitania 
117,000,000 out of 161,000,000, in Cyrenaica 88,000,000 
out of 127,000,000—a figure of around 360,000,000 lire 
importations out of a total of about 5,000,000,000 lire 
of Italian exportation abroad. If the economic advan- 
tages were small, however, they were compensated by 
the moral advantages accruing: increased political and 
military prestige, valuable Colonial experience and the 
training of officials for colonial government and service in 
the Colonies. 

In Eritrea, at the beginning of the occupation, it was 
hoped to people the high tablelands with Italian colonists, 
in order to counteract, in part, the flow of emigration 
abroad, which was beginning to dissipate national 
forces. These hopes were never realised, either owing to 
the scant fertility of the land, or to the system of native 
land tenure. The conditions however were more favour- 
able on the western plains, where the existence of Crown 
lands allowed colonisation of the industrial type to be 
established with Italian administration and _ native 
labour. The plantations of the irrigated Tessenei region 
are typical of this kind of colonisation. 








266 THE BANKER 


Eritrea also revealed its mineral resources, the exploita- 
tion of which has only recently been seriously considered. 
It has exercised two other very notable functions, one 
being that of opening up trade with the Arabian peninsula 
opposite and with other surrounding countries, and the 
other that of supplying the Askari recruits who are very 
rightly considered to be the best material for Colonial 
troops available anywhere. 

Somaliland, a colony with a tropical climate, was not 
considered to be suitable for metropolitan colonisation 
but rather for agricultural enterprise of the industrial 
type. Here the lands are watered by the two largest 
rivers, the Scebeli and the Giuba, the former being more 
particularly adapted to rational irrigation. The great 
S.A.L.S. (Societa Agricola Italo Somala) established by 
the Duke of the Abruzzi, and many others are working 
to maximum production. They produce cotton, cane 
sugar and oil seeds, and recently banana-growing has 
also been developed on a large scale. 

The salt deposits to the north of Afun peninsula export 
large quantities of salt to India and to Japan. 

Somaliland has also furnished excellent contingents of 
troops for the Colonial Army. 

In both the East African colonies the Governments 
have encouraged and helped the natives in their agricul- 
tural and pastoral pursuits, looking upon this assistance 
as being of the greatest economic importance. 

In Libya, after its occupation in Ig1I, colonisation 
was thought to be possible in the coastal belt of Tripoli- 
tania, because the presence of subterranean water 
made it capable of being more readily exploited. Only 
after 1922, when authority and political security had been 
re-established did the distribution of lands in concession 
commence. At first it was thought that capitalist 
colonisation on the basis of arboreous plantations, utilising 
native labour, was the only feasible form. 

Later, after 1925, with a view to encouraging metropoli- 
tan colonisation, legislation was promulgated whereby 
by means of subsidies, premiums and the granting of 
credit facilities, concessionaires were induced to transfer 
and place on their lands a certain number of trained 
Italian colonists. 

The area of the Crown lands in Tripolitania was some- 
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where in the neighbourhood of 200,000 hectares, of which 
some 100,000 had been granted in concessions (1934). 
Some thousand families of Italian colonists were trans- 
ported to Tripolitania and are working on colonial 
contracts of different kinds, some of which will lead to 
eventual ownership after a certain number of years. 

Rational colonisation, which is desirable not only 
from the economic but also from the political and social 
standpoint, has been organised on sound and efficient 
lines. 

The State brought into being an autonomous institu- 
tion called the ‘‘ Ente di Colonizzazione ”’ the functions 
of which were to transfer direct to the Colony agricultural 
labourers with their families for the purpose of establishing 
them on the land as smallholders. The institution pre- 
pares the land for agriculture, utilising at first the services 
of the said labourers who are destined immediately 
following this preparation to become colonists and co- 
partners. Eventually, having paid the monies advanced 
to them, from which are deducted the premiums and 
subsidies, they become free and unencumbered owners 
of their smallholdings. 

The typical Italian system of fostering agriculture, 
and one which offers many advantages, is that of diminish- 
ing the numbers of town workers, always exposed to 
crisis and unemployment, and placing them back on the 
land from which they have been displaced. Another is 
that of applying to colonial lands a system of working 
which produces infinitely better results than the wage- 
paying system, because it offers a greater stimulus and a 
prospect of free and unencumbered ownership of their 
bit of land which is the ambition of every agricultural 
worker. 

The first experiments were made in the Cyrenaican 
Gebel, which is a region particularly adapted to peopling 
by Italians by reason of climate, quality of the land and 
possibilities of cultivation. The activ ity of the Institute 
of Colonisation is now extending also to Tripolitania in 
the Tarhuna territory. In the Garian for some time past 
on the basis of the afore-mentioned systems numerous 
colonist families have been sent out to work on the 
Government Tobacco Estate, their produce being bought 
by the Estate itself. These systems of colonisation are 
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known by the name of “ demographic colonisation *’ and 
are greatly favoured by the Government. The colonist 
families are furnished by the Commissariat of Migration 
and Internal Colonisation, an organisation which controls 
the distribution and movement of labour. The formation 
of Crown colonisation lands and the consequent assign- 
ment of lands to Italian colonists is carried on not only 
without interfering with the rights and necessities of the 
native but rather to his advantage. 

By recent provisions made, the Government has 
endeavoured to give the native worker all possible 
encouragement, allowing him, in certain regions, to enjoy 
the same privileges on Crown lands as those extended to 
our own nationals. 

The colonial experience gained in the old colonies has, 
as stated, served to prepare the men and instruments 
for the vaster enterprise of colonisation made possible by 
subsequent events. The acquisition of Ethiopia was 
not only a political and military event but also signified 
the integration and restoring of economic significance 
to the two first East African colonies. 

Italy is conscious of the great responsibility imposed 
upon her and of the stupendous task she has in front of 
her. She proposes carrying out a work not of exploita- 
tion but of civilisation and economic progress. For this it 
will be necessary, in a country which the negligence of 
previous Governments has left in a completely neglected 
state, tocarry out a great deal of preliminary works of pre- 
paration. A few days after the occupation of Addis Ababa, 
the Chief of the Government had planned the construction 
of a great network of roads destined to link up the princi- 
pal centres of the Empire. In a country where means of 
communication were non-existent, it was indispensable 
before anything else to bring such a fundamental instru- 
ment of progress and future prosperity into being. The 
network comprising 2,500 kilometres of roads is now 
being completed and will be supplemented by the con- 
struction of minor trunk roads and widening and improv- 
ing the existing tracks. 

Port works have had the serious consideration of the 
Government. The port of Massowa which had been 
rapidly placed in conditions for handling the exceptional 
traffic created by the punitive operations will now be 
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further improved to cater for shipping entering and leav- 
ing on peaceful missions. 

Works have been commenced at Assab from where the 
lorry-road of penetration to the heart of the Empire will 
depart, thus turning it into the principal port. The ports 
on the Somaliland coast will also be improved. 

Plans have also been prepared for hydraulic and 
engineering works, the most necessary public buildings, 
for telegraphic, telephonic and radio constructions. It 
must be understood that among the public works to be 
carried out will be those relating to hydraulic colonisation 
schemes, to which we shall dedicate very great attention. 
Once the main agricultural scheme is in successful 
operation, a scheme of industrial colonisation will be 
favoured for producing raw materials under Italian 
administration and with native labour. We shall main- 
tain the system of protection and assistance to the native 
worker. 

In my speech in the Chamber, I specified that the 
works to be carried out in East Africa should be : 

(rt) Commensurate with the finance available from 
the Mother Country ; 

(2) Graduated in accordance with an order of 
precedence and urgency which is possible to arrange only 
when the whole scheme of the said works is completed. 

(3) Spread over a period of time, consulting State 
finances, in such a way as to ear-mark fixed and—above 
all—guaranteed assignments. 

A scheme of extraordinary works which ought to be 
carried out and financed in a six year period has been 
drawn up. 

The economic resources of the Empire, which must 
surely be very great, have not been examined properly 
and numerous examination commissions have been set 
up and working on this important task. We already 
know we can count on abundant production of coffee, 
cotton, oil-seeds, wool, skins, both for local consumption 
and for export. The resources in precious metals, at the 
moment being examined, promise to give us a production 
which is at least comforting. 

There will be no form of monopoly for any enterprise 
within the Empire, which must rely on the confidence 
inspired by honesty, and financial and technical capacity. 
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In order to see that these requirements are met and in 
general to protect production against inherent risks and 
speculation, and to maintain it in harmony with the 
Cacenne of the State, special consultative technical 
organisations have been created by the Ministry of 
Italian Africa, on which the several organisations of 
production of proved competence are represented. 

It is logical that preference should be given to Italian 
initiative, in view of the great sacrifices made by the 
Italian people in carrying out its aspirations. But this 
does not mean that foreign initiative will not find a ready 
acceptance if the project is economically sound, no other 
being given consideration of any kind. 

We are well disposed towards any loyal collaboration 
which may be offered and which may simplify the task 
we have undertaken, i.e. the peaceful and gradual develop- 
ment of our overseas possessions. 


The Foreigner and Italy 
By O. Bonomi 


Director General for Tourism 


which has been impressed upon the Italian nation, 

the organisation of tourist travel, considered alike 
from the political, social and economic viewpoints, is 
the object of special attention and effort. 

That our country has always held attraction for 
foreign tourists is undeniable. Our millenary civilisation 
has created permanent ties with foreign countries; the 
grandeur of our monuments, the richness of our works of 
art, the changing aspects of our land: from the peaks 
of the Alps to those of the Dolomites, from the northern 
lakes to the gentle slopes of Umbria, from the rocky 
coastlines to the gradually sloping beaches of soft sand : 
from the wide and fertile valleys of the Po to the 
beflowered Sicilian landscape—these in their constant 
variety are what attract the visitor. The immense net- 
york of roads which cover Italy in every direction; the 


fe the constant process of change and improvement 
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great public works and the business activity which have 
roused into active life even those cities which used to be 
asleep in provincial inertia, and the new centres which 
have risen or are about to rise from what used to be 
marshland—these too attract, if in a different way. And 
amid the monuments of the past and the hopes of the 
future there is order and discipline. 

The Italians are profoundly hospitable by nature and 
tradition. They know that the welcome given to a 
foreigner is the best possible means of acquiring his 
sympathy. They know that he is to be considered not 
as an object of exploitation, but as a friend to whom they 
do the honours of their homes, a friend who from the 
first contact knows that the house to which he is being 
welcomed as a guest is really hospitable. The agencies 
of the General Direction for Tourism of the Ministry of 
Popular Culture take steps to obliterate the effects of 
possible abuses on the part of those engaged in the 
tourist trade, though as a matter of fact, such abuses 
to-day are extremely rare. This is because the idea that 
all activities connected with hospitality to the foreigner 
have above all a national significance has so profoundly 
penetrated. Consequently, every evasion or arbitrary 
action against a discipline which has been consciously 
created, constitutes an injury to the interests not only 
of the individual and of the entire tourist trade class, 
but of the country. 

As to courtesy and discipline, there are countless 
foreigners who can testify thereto; especially those who 
are able to compare the noisy turbulence of ragged 
porters and boys who at one time crowded the quays 
upon the arrival of steamers and the present services 
of the personnel assigned to disembarking. And there 
are those who remember the slow and usually late 
arrivals of trains and who now know that they can travel 
at speeds then unthought of and arrive at their destination 
exactly on time. 

The measures adopted by the Italian Government 
to attract the tourist have aimed above all toward 
tendering a trip to Italy a simple, economical and 
extremely pleasant affair and not merely for given 
periods of the year or for festive occasions, but always. 
So a trip to Italy need no longer be the privilege of the 
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select few with ample means, but is within the reach of 
those classes of more modest means. 

Among the measures taken there are the establishment 
of the tourist lira and the hotel and petrol coupons. 

Those who come to Italy should supply themselves 
beforehand with Italian tourist lire, either in the form 
of travellers’ cheques or letters of credit. The tourist 
lira means the possibility of considerable economy in 
one’s travelling, hotel and other incidental expenses, 
because the exchange given on the tourist lira is con- 
siderably superior to that of the official exchange quota- 
tions in Rome. 

The — tourist may have 250 tourist lire for 
every day he remains on Italian territory. If, however, 
he is already in possession of hotel or petrol coupons he 
is allowed only 200 tourist lire per day; and if he travels 
by inclusive tours-coupons, he is entitled to 150 tourist 
lire per day. Tourist lire may be purchased at all 
principal banks abroad, tourist agencies and on board 
steamers. 

The hotel coupon, which may also be bought at 
tourist agencies abroad and aboard ships, entitles the 
holder to normal services in one of the hotels indicated 
in the list which accompanies the coupons purchased, 
without the need of having to pay any further sum for 
what he gets. This also applies to service and taxes, 
except for extra services and extra orders which are not 
included in the original contract. 

All hotels have been divided into five categories: 
S —— is for the De Luxe hotels; then comes classes 
A, B, C, D. For each of these five classes there exist 
four Arve of coupons :—(a) full pension with bath; 
(b) full pension without bath; (c) half pension with 
bath; (d) half pension without bath. 

The dearer coupons which are those for full pension 
with bath vary in cost from 8o lire for Class ““S ” to 
36 lire for Class “‘ D.”” Only during the so-called seasons, 
which are exactly defined in the hotel list supplied with 
the coupons, is a hotel authorised to charge a supplement 
of from 7 to 15 lire per day, according to the class of 
hotel to which one goes. 

Hotel coupons may be bought with tourist lire, so 
that there is the added economy of paying this low price 
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with lire that have been exchanged at a considerable 
premium in favour of the traveller. 

The possessor of hotel coupons who travels in his 
own car bearing a foreign licence may purchase at the 
offices of the ENIT, at frontier points or at ports of 
landing, two petrol coupons for every single hotel coupon 
he already possesses. Each petrol coupon entitles him 
to purchase two gallons of petrol from any one of the 
22,000 authorised distributors throughout Italy, at a 
price considerably below normal. 

Italian railway fares are among the lowest in Europe. 
Yet for foreigners or Italians residing abroad the Italian 
railways grant reductions of 50 per cent. if they travel 
alone, and of 70 per cent. if they travel in groups of at 
least eight persons. But if the traveller possesses a 
minimum of 12 hotel coupons, even though he travels 
alone, he is given a reduction of 60 per cent. first class 
and of 55 per cent. second class. All travellers coming 
from abroad may purchase at railway stations or from 
travel agencies an unlimited number of one-way or round 
trip tickets with the same reduction granted him as when 
he entered the country. 

In addition to all these advantages, the possessors 
of hotel coupons receive, free of charge, from their travel 
agencies two special cards. One entitles the holder to 
30 per cent. reduction on admission to all museums and 
fine arts institutes in the land; the second is for special 
facilities on the privately-owned railroads and_ boat 
services in the lake district. ‘‘ Maximum Comfort with 
Minimum Cost,” is the motto, a motto which certainly 
favours the tourist. 

Those who have recently been in Rome, Naples, 
Florence, Venice, San Remo or Taormina have seen the 
numbers of tourists from every part of the world who 
have crowded these centres. And it is easy to see that 
this increase first seen some time ago will not now slow 
up. One need only think of the various festivals now 
under way in various parts of Italy or in preparation :— 
the open-air opera season in the Roman amphitheatre of 
Verona; the plays given in the incomparably picturesque 
natural settings of Venice’s public squares, the Stradi- 
varian exhibition at Cremona, the home of the great 
maker of rare violins; the Tintoretto Exhibition at 
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Venice; the Music Festival and the International Cinema 
Exhibition, both also at Venice; the Augustan Bi- 
Millenary Celebration which opens in Rome at the end 
of September. 

But we shall not rest upon the positions already 
conquered in this field. We shall continue to complete 
and perfect our equipment for the welcoming of the 
foreign tourist within our frontiers. It is our earnest 
desire that among the foreigners who come to visit us 
from every part of the globe, there should be many from 
Great Britain and the British Empire, for whom we shall 
reserve a special welcome. 
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Insurance Companies and the 


N. Dd ©. 
By F. G. Culmer 


HE composite insurance companies are smarting 
under a sense of injustice at the attitude taken 
towards them by the Chancellor of the Ex- 
chequer in the matter of the application of the National 
Defence Contribution, and I feel bound to say, after 
weighing up the situation, that they have ample cause 
for their grievance. Under the terms of the Finance 
Bill ordinary commercial companies are to be charged 
with the new tax on their trading profits, and investment 
companies which wholly or mainly control investments 
for profit are to be taxed upon the interest earned on 
their investments. Life assurance companies are to be 
charged on their interest earnings, which is not a subject 
of dispute, but the composite insurance companies are 
to pay the tax on both their underwriting profits and 
their interest earnings, which, on the face of it, is 
manifestly unfair. 

For the purpose of the new tax the business of an 
investment company is classified as consisting wholly or 
mainly of dealing in investments or the holding of 
investments for the making of its profits. How can 
there possibly be any analogy between a composite 
insurance company and an investment company? The 
business of a composite insurance company is to cover 
the public against the risks of fire and accident, ship- 
owners against the loss of their vessels, and merchants 
and others against loss of or damage to cargoes shipped 
to sea. Such a company is bound for its own protection 
and security, as well as for the security of its policy- 
holders, to hold large funds as reserves, and those funds 
must of necessity be invested in the highest forms of 
Stock Exchange securities which are not liable to over- 
much fluctuation in value. The safety of the funds and 
the quickly realisable nature of the securities in which 
they are held are features of paramount importance; 
much greater, indeed, than the actual rate of interest 
which the company earns upon its investments. 
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It is incorrect to assume that the primary purpose 
of a composite insurance company’s investments is to 
make profits. A big commercial company often has large 
investments. Why then, it may be queried, should the 
commercial company be exempt from paying tax on its 
interest income, while the composite insurance company 
has to pay? The N.D.C. was ostensibly inaugurated as 
a tax upon profits; therefore, if the insurance com- 
panies’ investments are not made primarily for profit, 
how can the tax fairly be made applicable to those 
companies’ investment income? The composite insur- 
ance companies do not object—as indeed they could not 
reasonably object—to paying the tax on their under- 
writing profits, but it seems glaringly unfair to penalise 
them in respect of their interest earnings as well. 

As Sir Frederick Pascoe Rutter, the doyen of British 
insurance leaders, recently expressed it, ‘‘ these com- 
panies have been discriminated against without justice. 
Furthermore,” as he declared, “‘ their treatment over this 
matter has been contrary to the best traditions of 
Governments, companies and the trading community at 
large.’’ The insurance companies have discussed the 
matter with the Chancellor of the Exchequer, and the 
question has been debated in both Houses of Parliament, 
but apparently without avail. The insurance companies 
went so far as to offer to include for taxation purposes 
the interest upon investments, in so far as those invest- 
ments were made, with regard to outstanding claims 
and unexpired liabilities, but this offer was rejected. 

Viscount Horne mentioned this fact in the House of 
Lords in the course of the debate on the Finance Bill, 
and he said the companies were suffering under a great 
sense of grievance because of the way in which their 
claim to the Chancellor was dealt with. Viscount Horne 
said they met the Chancellor one afternoon and he 
agreed to consider their claim and meet them at a future 
date. The very next morning, however, there was what 
appeared to be an authoritative statement in The Times 
to the effect that the Chancellor of the Exchequer. was 
going to reject the insurance companies’ suggestion. In 
spite of the fact that certain interviews took place there- 
after, there was a suspicion that their claim was never 
properly listened to or attended to. Viscount Horne 





se 


se 
1e 


1€ 


es 
es 
st - 
ns 


of 
ll, 
at 
ir 
ne 
he 


at 
eS 





INSURANCE AND THE N.D.C. 277 


said he did not take that attitude. He had been long 
enough at the Exchequer to know of the attention given 
to those matters there. It was possible, and very likely, 
that in the stress of this time considerations were over- 
looked, not from any desire to be neglectful, but simply 
because of pressure of work and the mere lapse of time. 

Earlier, Sir John Simon stated in the House of 
Commons that it was the intention of the Government 
strictly to limit the application of the National Defence 
Contribution in the case of the interest earnings of the 
life offices. He said that ‘‘as regards life assurance 
companies the amount of profit allocated to or reserved 
for policyholders and annuitants is not charged to 
income tax on the company, and it will similarly not be 
included in the company’s profits for the purpose of the 
National Defence Contribution.” So far, so good. 

There is, of course, a very wide difference between 
the business practices of the life offices and the composite 
insurance companies, and this was admirably illustrated 
in the House of Commons during the Committee Stage of 
the Finance Bill by Major Hills, who moved an amend- 
ment (which was subsequently negatived) to exempt 
from the National Defence Contribution the income on 
investments held by fire, accident and marine insurance 
companies. He showed in particular how the invest- 
ments of a life office are placed in a different category to 
those held by a composite insurance company, and how 
a contract of life assurance differs in character from a 
contract of insurance against fire or accident. 

Life assurance is essentially an investment, and the 
business of a life assurance company is an investment 
business, so it is right that the tax should be imposed 
upon the interest earnings of the company. An indi- 
vidual assures his life for an amount payable at death 
or after a certain number of years. Out of the premium 
paid by the assurant the company has to pay the inci- 
dental expenses, including the agent’s commission, and 
the remainder, less a small amount allocated to the 
shareholders, if any, goes into the fund to provide for 
the payment of the policy when it falls due at maturity, 
or in the case of death before it matures. The life 
assurance fund, built up out of the premium payments, 
is invested on behalf of the policyholders and bears 
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interest, which is necessary in order to enable the com- 
pany to pay bonuses as w ell as the capital sum assured. 
It is this fund which stands as the security of the 
company for its total liability in respect of the life 
policies issued, and upon the value of the investments as 
a whole rests the financial well-being of the company. 

Successful investment is the essence of a life office’s 
operations, because the income derived from this source 
is indispensable in helping to pile up the life assurance 
fund, and without adequate funds to cover all policy 
liabilities the companies could not carry on their business 
with propriety. In addition to ordinary life policies, 
sinking fund contracts, capital redemption policies and 
annuities all come under the category of investment 
business. In short, life offices operate as investment 
trusts for the benefit of their policyholders. 

But the case of the composite companies is altogether 
different. Their specific business is to underwrite the 
various risks for which they make themselves responsible, 
to all intents and purposes they are nothing more or less 
than trading companies, and they are clearly entitled 
therefore to be treated in the same way as commercial 
companies with regard to the new tax, viz., to be charged 
on their underwriting profits and not on their interest 
earnings. The reserves held by the insurance companies 
for the purpose of meeting their liabilities as and when 
they eventuate are in no respect different from the 
reserves held by general trading concerns for the fur- 
therance of their development and extension, and for 
enabling them to cope with times of depression whenever 
they may occur. 

It is imperative that the composite insurance com- 
panies should possess very large reserve funds, for, 
unlike the life offices, they never know when their 
liabilities will become claims. In some cases claims for 
fires or accidents may never arise, but, on the other 
hand, whenever a claim does occur it is always sudden 
and une ——. and is very often for a very large 
amount. The San Francisco earthquake thirty-one years 
ago was the most disastrous loss on record for the British 
composite offices, costing them altogether over 
£14,000,000, and although fortunately this was not a 
typical individual case it may be cited as showing the 
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extent to which the companies may at any time be 
called upon to pay out on their policies. Until the 
Civil War is over it will not be known what amount in 
Spanish claims will have to be met, but according to 
reliable estimates claims will be heavy. 

Sir John Simon, in his reply to Major Hills in the 
Commons, took the line that the holding of investments 
is an essential part of the business of an insurance 
company transacting other than life assurance business, 
which he said was the test to be applied. He failed to 
see any distinction between a fire insurance company 
and a life assurance company in this respect, and quoted 
as an example the business of capital redemption which, 
he argued, necessitated the making of investments. 
Quite true; nobody would suggest anything to the 
contrary. But that class of business is distinct from 
that of fire, accident or marine, and there is no com- 
parison between them. It is impossible to follow the 
Chancellor’s dictum as regards insurance companies, 
any more than his ruling concerning the big commercial 
companies, of which he said, “some have very large 
investments, but you could not say that the holding of 
such investments is essential to the business.” Surely, 
as I have pointed out, the object of commercial com- 
panies in investing their funds is precisely the same as 
that which actuates the composite insurance companies 
in regard to their reserves. If there is a distinction, it is 
without the minutest bit of difference. 

It should be clearly understood that the composite 
insurance companies do not object in the least to their 
profits being rendered — to the new tax, but, apart 
from the fact that income tax has already to be paid on 
their investment income, it is grossly unfair that they 
should also be mulcted in respect of the latter. These 
companies make it a uniform practice to pay their 
dividends mainly or wholly out of interest revenue, and 
the major proportion of their underwriting profits is 
added to the reserves instead of being distributed in the 
form of increased dividends to the shareholders. Every- 
body will agree that this is sound finance, which is now 
however to be penalised through the egregious blunder 
of the Government. Owing to the reduced rate of 
interest obtainable in recent years on investment securities 
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shareholders of the composite insurance companies have 
had to be content with a smaller return on their capital 
than would otherwise have been their lot, but they have 

been satisfied as a class with the sound financial policy 
pursued by the directors in steadfastly strengthening the 
position of the companies at the expense of higher 
dividends, which can only materialise with the natural 
growth of interest revenue consonant with an increase in 
the invested funds. 

It is incumbent upon everybody to bear his fair 
share of the cost of armaments for the defence of the 
country, and investors should be no less immune than 
any other section of the public, but in this case the 
Chancellor has dealt unfairly with the holders of equity 
shares, for it is upon them that the blow will directly fall. 
Preference dividends will not be affected, but with big 
extra slices taken off the interest earnings (from w hich, 
moreover, income tax has already been deducted) it will 
presumably be difficult for the companies to maintain 
their ordinary dividends at current rates unless they dip 
more heavily into their underwriting profits, in which 
case there will be so much less to be put into the reserves 

The liability falling upon the life offices in respect of 
the new tax will be small as compared with that of the 
composite insurance companies, which, it is reckoned, 
will have to pay over £1,000,000 a year, and the total 
payment is estimated to amount to one-twentieth of the 
National Defence Contribution. This, as Major Hills has 
asserted, is a very heavy charge to place on one industry, 
and one which may have an adverse effect upon the 
work of these companies, whose efficiency and speed in 
settling claims is well known. For many years past the 
composite insurance companies have paid very large 
sums by way of taxation into the Treasury, and in 
accordance with their high traditions they have been 
ever to the front in lending the Government a helping 
hand in times of crisis. It is no mere figure of speech to 
describe them as a backbone of British industry, and they 
are justly entitled to due consideration dictated by no 
nein than the principles of fair play. This is all they 
ask for, and, indeed, they have a right to — it. 

Instead, by its inexplicable action, the Government 
seems to have overlooked the vast importance of British 
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insurance, and its deplorable attitude in ignoring the 
justifiable protest of the companies concerned has not 
unnaturally aroused a strong feeling of unrest, to say 
the least of it. Clearly a grievous mistake has been 
made in diagnosing the facts of the case, and this should 
be rectified without delay, so as to prevent the per- 
petration of a glaring a 


The Aenualion = 
Commission 


By H. V. Hodson 
Tc terms of reference of the Australian Banking 


Commission were so widely drawn that it found 

itself exploring an immense field of enquiry, from 
the merits of Douglas Credit theory to minor details of 
bank administration. As the investigation proceeded, 
however, it became plain that three main issues were 
involved: the relations between the State and the 
banking system, particularly the central bank; the 
relations between the central bank and the trading banks; 
and the general monetary and credit policy to be pursued 
by whichever organ should be handed the responsibility— 
the State, the central bank, or the trading banks. 

On the first issue, the Commission rejected nationalisa- 
tion either of the central or of the trading banks. But its 
approval of independence and private enterprise in the 
banking system was accompanied by a recommendation 
whose effect was to make the government the ultimate 
arbiter of policy for currency and credit. Analysing the 
relations between the Commonwealth Bank and. the 
Australian Government, the majority of the Commission 
declared : ‘‘ The Federal Parliament is ultimately res- 
ponsible for monetary policy, and the Government of the 
day is the executive of the Parliament. . . . Where 
there is conflict between the Government’s view of what 
is best in the national interest and the Board’s view, the 
first essential is full and frank discussion. . . . In 
cases in which it is clear beyond doubt that the differences 
are irreconcilable, the Government should give the bank 
an assurance that it accepts full responsibility for the 
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proposed policy, and. . . it is then the duty of the 
Bank to accept this assurance and to carry out the 
policy of the Government. This does not snply that 
there should at any time be interference by the Govern- 
ment, or by any member of the Government, in the 
administration of the Commonwealth Bank.” 

This definition of the ultimate relations between the 
State and the central bank should be read in conjunction 
with the proposals for increasing the latter’s control over 
the whole banking system. They fall under three main 
heads : first, improvements in the Commonwealth Bank 
itself, designed to enhance its authority and initiative; 
second, the enlargement of its technical controls over the 
credit situation and the policy of the commercial banks; 
third, the retention and expansion of its own direct 
relations with the lending and borrowing public. 

The present organisation of the Commonwealth Bank, 
with its division of responsibility between the Chairman 
and the Governor, and its directors appointed to represent 
sectional interests in the country’s economic life, has been 
the despair of the more alert among Australian bankers. 

The Commission recommended that the Governor be 
ex officio chairman of the board and should be chosen on 
merit, from outside the Bank if need be, and that the 
directors other than the Governor and the Secretary to 
the Treasury should be selected, without limitation, for 
their capacity and their diversity of experience and 
contact. The Commonwealth Bank should equip itself 
with all possible facilities for ascertaining economic 
trends in Australia and abroad, should compile statistics 
under statutory powers and should issue a monthly 
bulletin. 

The proposed enlargement of technical controls took 
several forms. A majority of the Commission recom- 
mended that the various governments and the Common- 
wealth Bank should explore the possibility of establishing 
an open market for Treasury bills, by way of regular 
offers of bills for public tender. The issue and retirement 
of Treasury bills have indeed formed an extremely 
important instrument of monetary policy in Australia 
since 1930, but the bills have been held almost exclusively 
by the Commonwealth Bank and the trading banks, and 
Australian opinion is highly sceptical of the possibility of 
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establishing a real open market for bills in so small and 
so young an economy. Of more immediate importance 
is the recommendation that the Commonwealth Bank 
should have power to require all trading banks to keep 
on deposit with the Bank a certain percentage of their 
liabilities to depositors in Australia, the percentage being 
variable from time to time at the discretion of the 
Commonwealth Bank board within limits fixed with the 
consent of the Commonwealth Treasurer; the power to 
requisition should be exercisable for a maximum of 
eighteen months in any period of two years. 

This recommendation has aroused a great deal of 
controversy in Australian banking circles. It has been 
defended as necessary to proper central control of the 
credit mechanism, analogies being drawn with the mini- 
mum percentage rules in the Federal Reserve system. 
It is attacked as locking up the liquid assets of the trading 
banks and leaving them inadequate scope for legitimate 
enterprise which may require deviation from the average, 
and as a supremely dangerous instrument in the hands of 
a Socialist Treasurer. Spokesmen of the trading banks 
are also up in arms against the proposal that every 
trading bank be required to supply to a prescribed 
authority accounts relating to its liabilities, assets, 
capital, reserves and undistributed profits, and a profit 
and loss account. Particular objection is taken to the 
disclosure of ‘‘ hidden reserves,’ but the opposition 
clearly owes much to the suspicion that these encroach- 
ments on independence might become the thin end of the 
wedge of nationalisation. This suspicion is lent all the 
more colour by the suggestion of a majority of the 
Commissioners that trading bank profits in excess of 
“a fair return for services rendered ”’ should be regulated 
or limited. 

Assets and liabilities in Australia are only one side of 
the functioning of the Australian banking system. 
Evidence before the Commission disclosed what a vital 
part is played by the London funds of the banks in regu- 
lating their activities and therefore the whole credit 
structure of the country. The question of the control of 
these funds inevitably aroused the keenest controversy. 
Representatives of the Commonwealth Bank claimed 
that the central bank should obviously have charge of 
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what is in effect the national exchange reserve. The 
trading bankers retorted that their intimate commercial 
relations with London forbade them to put themselves 
at the mercy of the central bank for the supply of sterling 
when they should need it. The Commission, by a majority, 
adopted a compromise, recommending that a new agree- 
ment for the joint mobilisation of exchange reserves 

binding for a period of years and enabling the central 
bank to build up its London funds, should be concluded 
between the Commonwealth Bank and the trading banks, 
and that the aggregate figures of the London funds of the 
Australian banking system should be published regularly, 
though after a delay ‘of at least six months. 

This controversy is closely connected with the vexed 
question of the exchange rate on London, and thus with 
the general problem of Australian monetary policy. The 
Commissioners clearly expressed the view that internal 
needs must rank above the advantages of exchange 
stability. ‘‘The Commonwealth Bank,” they write, 
‘should make its chief consideration the reduction of 
fluctuations in the general economic activity in Australia, 
thereby maintaining such stability of internal conditions 
as is consistent with the change that is necessary if 
economic progress is to take place.’ ’ They added, how- 
ever, that “‘as part of this policy the exchange rate 
would generally be kept stable’; but their attitude on 
this que sstion was made plain by their comments on the 
financial history of the depression, in the course of which 
they strongly criticised the Commonwealth Bank for 
resisting the depreciation of the Australian pound in 
1930.“ The movement in the exchange rate in January, 
1931, they wrote, “‘ was one of the major contributions 
of monetary policy to recovery in Australia.”’ 

In order that the Commonwealth Bank should have 
the maximum freedom in pursuing its monetary policy, 
the majority of the Commission recommended that it 
no longer be required to hold gold or sterling in proportion 
to the amount of Australian notes on issue, and that 
instead the note issue be limited by law to a fixed 
maximum (say £60,000,000), subject to the right of the 
Bank to exceed the maximum by a stated amount 
(say £10,000,000) with the consent of the Commonwealth 
Treasurer. This would remove one more paper qualifi- 
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cation of a “ managed”’ currency system in Australia, 
although any abnormal depletion of the trading banks’ 
London funds would still cause them to draw in their 
horns of credit; in such an event, however, there would 
be strong pressure for an increase of the premium on 
sterling as an alternative to internal deflation. 

Even this was not the last of the directions in which 
the report suggested the expansion of the central bank’s 
rights and powers. It recommended that the Common- 
wealth Bank continue not only as a central bank proper 
but also as a trading bank and sav ings bank; and its 
proposal that facilities be extended for lending money 
on land and improvements has already been adopted by 
the Australian Government in the sense of attaching a 
special mortgage department to the Commonwealth 
Bank. A vital part of the Australian Labour Party’s 
policy for money and banking, as recently expressed by 
Mr. Curtin, is the active use and enlargement of the 
Commonwealth Bank’s powers as competitor with the 
trading banks. Although the Royal Commission osten- 
sibly rejects Labour’s main theme of nationalisation, the 
very core of its report is the desire to establish in Australia 
a strong and all-pervading central bank, which shall 
nevertheless be submissive in the last resort to Govern- 
ment policy. 


Obituary 


WE regret to announce the death of Sir Edward 
Davson, the Vice-Chairman of Barclays Bank (D.C.O.) 
Limited, which took place on Friday, August 6. Sir 
Edward took an important part in the dev elopment of 
Imperial trade. He was the second son of Sir Henry 
Davson, head of the firm of Henry K. Davson & Co., 
West Indian merchants, of which firm he became a 
partner. In this way he gained an intimate knowledge 
of the West Indian trade, “and this interest extended to 
cover the general problem of Imperial Trade development. 
From 1925-1928 he was Chairman of the Federation of 
Chambers of Commerce of the British Empire. He 
founded the Associated West Indian Chambers of 
Commerce in 1916, and became its first president, and 
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also in 1929 founded and became the first president of 
the West Indies Conference. From 1926-1933 he did 
much valuable work as a member of the Empire Marketing 
Board, including missions to West Africa in 1926 and 
East Africa in 1927 to investigate Empire development 
with particular reference to scientific research. 

He was a trustee of the Imperial Institute and 
Governor of the Imperial College of Tropical Agriculture, 
and in 1930 he became Chairman of the British Empire 
Producers’ Association, the constitution of which he 
entirely overhauled. He remained a director of Henry K. 
Davson & Co. and of S. Davson & Co. 


American Banking 
By a Correspondent 
“D basin has been a further improvement in the 


business outlook during July and all indications 

now point to a strong upturn in the autumn. In 
industry the subsidence of labour troubles has had a 
stimulating effect and bumper crops give promise, despite 
reductions in prices, of a large agricultural income. 
Banks are looking forward to a substantial demand for 
business and agricultural loans in the next few months. 

The seasonal upturn in commercial loans appears to 
have already begun, about a month in advance of the 
usual period, as was the case last year. Commercial, 
industrial and agricultural loans of the reporting member 
banks of the Federal Reserve System in IOI principal 
cities rose by $94,000,000 in July to a new high record 
for the recovery period. The detailed figures of the 
reporting — are given below (see next page). 

While exact details of commercial and industrial 
loans were er available prior to last May, details of 
other than security loans indicate that there has been 
a gain in the past year of about one-third. The concen- 
tration of bank earning assets in investments, chiefly 
investments in direct obligations of the government, 
which was a characteristic of the depression years, has 
undergone a great modification. Whereas the propor- 
tion of loans to total loans and investments of reporting 
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member banks in New York City fell from 80 per cent. 
in October, 1929, to 36 per cent. in early July, 1936, it 
has now recovered to about 48 per cent. In the case of 
banks in 100 cities outside of New York this proportion 


fell from 76 per cent. in November, 1929, to 37% per cent. 
in July, 1936, and has now returned to 42 per cent. 


(In millions of dollars) 
Increase or decrease 


since 

July 28, June 30, July 29, 

1937 1937 1936 

Demand deposits adjusted .* .. 15,033 — 153 + 183 

Deposits of foreign banks Sig Si 601 — 15 + 179 

Total loans and investments .. om “BBZ62 —- 7 — 95 
Commercial, industrial and agricultural 

loans oe 4,425 ft 94 > 

Loans to brokers and dealers in securities 1,363 — 84 + 236 

U.S. Government securities .. -» @agt + 18 —1,257 

Other securities .. - hg ch 3,028 — 49 — 328 

Reserves .. we ae as 5,231 — 169 + 372 


* Comparison not available. 


These changes in the composition of bank earning 
assets have been due only in part to the rise of com- 
mercial loans, the other important factor having been 
the decline in bank holdings of investments. There is 
still no disposition on the part of the banks to add 
further to their holdings of ‘‘ governments,”’ but, for- 
tunately, a large outside demand has developed, chiefly 
from insurance companies and other institutional in- 
vestors. While the reporting member banks added 
$18,000,000 in July to their investments in government 
direct and indirect obligations combined, the gain con- 
trasted with Treasury bill issues in the last three weeks 
of the month to the extent of $150,000,000 in excess of 
maturities. 

In spite of large previous sales of “‘ governments ”’ 
by banks and a current general disposition not to absorb 
the new government issues, prices of government securities 
have continued firm and in July rose to the best levels 
since the middle of March. The average yield of 
Treasury bonds not due or callable within five years was 
2°41 per cent., compared with a high level on April 1 
of 2-70 per cent. and the year’s low level on January 2 
of 2-13 per cent. 
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Owing to several factors, including a seasonal rise of 
money in circulation and financing for some of the 
government agencies, excess reserves of member banks 
were reduced early in August to the lowest figures since 
December, 1933. For all member banks the excess 
dropped to $700,000,000, contrasted with over 
$3,000,000,000 a year before. For the reporting banks in 
New York City the excess fell below $40,000,000. Never- 
theless there was no sign of tightening conditions in the 
money market, and the distribution of reserves now 
appears to have become so even that relatively little 
borrowing by the banks was necessary. 

A factor contributing to the decline in reserves was 
the slowing down of gold imports. During most of July 
the gold bullion price in London was above the New 
York shipping parity of about $34-77 an ounce, and 
although nearly $50,000,000 gold was received from 
England in the month, most of it represented engage- 
ments previously made. Gold continued to be received 
in substantial amounts from Japan, however. That 
country has dispatched to San Francisco since the 
middle of last March $1 30,000,000 of gold, and indications 
are that ns large shipments may be made. For 
a short time in July the movement of gold actually 
turned against the United States and, on July 20, the 
Treasury reported a drop of $42,000,000 in its inactive 
gold fund, the first decrease in monetary gold stocks in 
over a year. There was, however, little expectation of 
a major outflow of gold. By the first week in August 
gold in London had once more fallen to a discount below 
the New York shipping parity, and engagements of the 
metal there were resumed. 

The recently concluded agreements between the 
United States and the governments of China and Brazil, 
whereby arrangements were made for sales of gold to 
these two countries, are an indication that the United 
States would be glad to distribute some of its surplus 
gold to other countries, particularly if, in the process, it 
could promote trade and friendly relations. They serve, 
however, to emphasize the obstacles in the way. In the 
case of the Chinese agreement the United States is 
trading gold for the somewhat dubious asset of silver, 
of which it already has an enormous hoard, while in the 
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case of both countries the amounts involved are so trifling 
as barely to equal the $116,000,000 of gold imports 
received in July alone when the gold inflow was greatly 
reduced. 

It should be borne in mind, however, that the move- 
ment of gold to the United States is strictly a reflection 
of capital movement. For more than a year, the country 
has had a surplus of imports. The balance of payments 
last year was estimated to have shown a deficit of 
$132,000,000, and if purchases of silver were included it 
would have been $312,000,000. In the first five months 
of this year the merchandise import balance has been 
$123,000,000 larger than a year ago and the _— 
balance of payments may prove larger than in 1936 

Summer lethargy has been pronounced in Ww all 
Street, but it is apparent that a far more cheerful point 
of view prevails there than was the case of a couple of 
months ago. The rather widespread apprehension of a 
halt in recovery that was entertained when the labour 
troubles were at their peak and when the financial 
markets were undergoing their recent shake-out has almost 
entirely disappeared, and while there has been no re- 
appearance of the boom psychology that seemed to be 
developing early in the year, business and financial 
sentiment is more serene than it has been for some time. 





French Banking 


By M. Mitzakis 


HE advent of the Chautemps-Bonnet Government 
T was marked by a very distinct change in the 

financial policy of France. Under the Blum- 
Auriol régime, expenditure was increased on the pretext 
of raising the purchasing power of the public and thus 
bringing about a revival of trade. The increase of 
expenditure was not accompanied by any fiscal efforts to 
cover the additional outlay, which was met by means of 
borrowing. This policy, which constituted a complete 
departure from the rules of orthodox finance, inev itably 
produced unfavourable results. The aggravation of the 
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budget deficit stimulated a wave of distrust. The 
Government was unable to place loans and had to resort 
to inflation. The inflation of the note issue weakened 
the international position of the franc and stimulated the 
outflow of capital. 

The Chautemps-Bonnet Cabinet has brought all this 
to an end. Having obtained from Parliament plenary 
financial powers, it has undertaken with determination 
the restoration of financial equilibrium. Its task is not 
easy. The amount of the Treasury’s requirements for 
1938, which was expected to be covered by loans, was 
estimated at Frs. 47 milliard. The Government decided 
to apply new taxation to reduce expenditure, as a result 
of which the amount to be raised by loans in 1938 was 
reduced from Frs. 47 milliard to Frs. 24 milliard. This 
reduction by Frs. 23 milliard was attained, to the extent 
of Frs. 10} milliard, through additional taxation, and for 
the rest through the reduction of expenditure. 

This policy has contributed towards restoring con- 
fidence. The outflow of capital ceased and there were 
even some repatriations, enabling the Exchange Stabilisa- 
tion Fund to increase its foreign exchange reserve. The 
result was a slightly easier tone in the money market. 

End of Endof End of 


May June July 
1937 1937 1937 


% % % 

Banque de France rediscount rate. . ~ 6 5 
Market rate of discount .. a i 6} 5} 
Day-to-Day money .. ‘s os ia 6 4 
Loans on Bons de la Défense Nationale :— 

Market rate for one month 34 5? 43 

Market rate for 3 months 4 52 5 
Rates on loans on securities :-— 

On the Parquet 38 8} 5} 

On the Coulisse 73 12} g} 


The market rate of discount fell from 6} per cent. at 
the end of June to 5} per cent. at the end of July. The 
rate on loans on Bons de la Défense Nationale fell from 
53 per cent. to 43 per cent. Day-to-day money rates 
fell from 6 per cent. to 415-16 per cent. The rate on 
bourse loans fell from 8} per cent. to 5} per cent. on the 
parquet and from 12} per cent. to 9} per cent. on the 
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coulisse. This decline in interest rates was due in part 
to the return of French capital from abroad. It is 
necessary to point out, however, that the amount of 
repatriation was moderate, and that the main cause of the 
decline in interest rates was the reduction of the Bank 
rate from 6 to 5 per cent. on July 6, 1937. But for this 
move, the decline in interest rates would have been much 
more moderate. Thus once more it was the Central 
Bank that took the initiative in bringing down money 
rates. At the beginning of August there was a further 
reduction of the official rediscount rate from 5 to 4 per 
cent., and as a result there was a further decline of market 
rates of interest by about I percent. The decision of the 
Bank of France to reduce the Bank rate was interpreted 
as an indication that the French monetary authorities 
are in favour of a cheap money policy. 

The Bank rate was reduced in October last to 2 percent. 
The question is, will the Bank of France restore it to the 
same figure? It is not impossible, since favourable 
credit conditions are indispensable for French trade, 
which is struggling amidst great difficulties owing to the 
application of the new social legislation. If it has to 
continue to pay high interest rates at a time when money 

rates in the leading countries are particularly low, 
economic recovery will not be easily achieved. It 
remains to be seen, however, whether the international 
situation of the franc will enable the Bank of France to 
reduce its rediscount rate. It ought not to be forgotten 
that under the previous Government the increase of the 
Bank rate was made necessary by the heavy outflow of 
capital, bringing about a persistent decline in the reserves 
of the Exchange Stabilisation Fund. The French mone- 
tary authorities did not, therefore, possess complete 
freedom of action. This reservation ought to be borne 
in mind, since in spite of the courageous measures taken 
by the Chautemps-Bonnet Gov ernment the monetary 
situation of France has not materially improved. Even 
though the Exchange Stabilisation Fund succeeded in 
acquiring some foreign exchange, it has not so far been 
able to transfer gold to the Bank of France. Although 
the Bank return shows an increase of the metallic reserve, 
this was due exclusively to the revaluation of the gold 
stock. 
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End of End of End of 
May June July 


1937 1937 1937 
ASSETS. (Millions of francs) 

Gold Reserve - ‘i ne -. 57,358 48,859 55,677 
Foreign Exchange reserve (total) al 1,037 987 934 

Sight sd ba a i es 13 17 14 

Time ne - aa ba wi 1,024 970 920 
Discounts (total) .. os acd sui 9,440 10,956 10,830 
Advances on bullion — me si 1,098 1,099 1,099 
Advances on securities .. is i 3,777. 4,465 4,064 
Advances up to 30 days .. ‘is i 385 1,378 959 
Bonds of the Caisse Autonome .. “ 5,642 5,642 5,641 
Provisional advances to the State— 

(a) Regularisation of previous advances 12,180 12,166 12,127 

(b) New advances = er 3 7,800 10,000 11,760 

LIABILITIES. 
Note circulation .. we es i 85,745 88,686 89,307 
Current and deposit accounts (total) .. 17,920 14,117 18,375 
Of which— 

Treasury ae ag aes 7 I,010 6 380 

Caisse Autonome ps tii ar 2,144 2,082 2,183 

Private Accounts i bes i 14,628 11,921 15,670 

Sundry ig és a ar 138 108 142 
Total of sight liabilities ‘en -. 103,665 102,804 107,683 
Percentage of gold cover us -» 55°33% 47°53% 51°70% 


The gold reserve increased from Frs. 48,859,000 at the 
end of June to Frs. 55,677,000 at the end of July. The 
whole of this increase took place during the week between 
22 and 29 July, and it was entirely due to the revaluation 
of the Bank’s gold on a basis of 43 milligrammes of gold 
of -goo fineness per franc instead of 49 milligrammes. 
The surplus of Frs. 6,818,000 was placed in a new account 
called Fond du Soutien de Marché des Rentes, which is 
included among private current accounts. It is for this 
reason that the latter item increased from Frs. 14,117 
were at the end of June to Frs. 18,375 millions at the 
end July. Total sight liabilities increased similarly 
from * rs. 102,804 millions to Frs. 107,083 millions. The 
reserve ratio advanced from 47-53 per cent. to 51°70 
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per cent., but this improvement was more apparent 
than real because it was the consequence of the revaluation 
of the gold reserve. 

The creation of a special fund for the support of 
rentes constituted one of the most important decisions 
of the Chautemps-Bonnet Government. It indicates the 
Government’s desire to restore its credit and at the same 
time to bring about a decline of long-term interest rates. 
It completes the cheap money policy pursued in the 
short-loan market. The initiative taken by the Govern- 
ment has already produced salutary effects. On the 
coed the price of rentes increased by something like 

) per cent. This was achieved without any actual 
ietolivestiieis by the new Fund for supporting rentes. 
To some extent, however, this improvement in the 
rentes market was due to speculative activity. Since 
speculative positions have to be liquidated sooner or 
later, it would be useful if the new Fund were to intervene 
to prevent the effect of these liquidations upon the market. 
This new institution can, however, produce good results 
only if circumstances are not such as to force it to buy 
large amounts. Such purchases would have to be settled 
by the supplementary issue of notes. The result would 
be monetary inflation, which would produce unfavourable 
effects not only on inland prices but also on the tendency 
of the franc. Such inflation would be all the more 
harmful since it would be accompanied by a decline of 
rentes and a lessening of confidence. 

The Chautemps-Bonnet experiment cannot succeed 
unless the issue of notes is strictly curtailed. When 
assuming office, the Government considered it necessary 
to arrange with the Bank of France for another advance 
of Frs. 15 milliards. This decision contributed to a large 
extent towards preventing the return of confidence 
brought about by the adoption of sound financial 
measures. It was considered a weak point of the franc 
and it thus prevented the repatriation of French capital. 
It is nevertheless necessary to admit that at the time when 
the Chautemps Cabinet was formed it was inevitable 
that they should fall back on the Central Bank. The 
Treasury’s cash resources were depleted and it was 
necessary to meet immediate maturities. Since it is 
impossible to issue loans, the only means at the Govern- 
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ment’s disposal was to resort to the Bank of France. 
Now that important sound financial measures have been 
taken, it is desirable for the Government to moderate 
its borrowing from the Central Bank. Otherwise the 
increase of the note circulation will create an unfavourable 
impression in the foreign exchange market, leading to a 
new outflow of funds or at any rate preventing the 
repatriation of French capital. The Chautemps-Bonnet 
experiment cannot be successful unless there is a substan- 
tial repatriation of capital. This is the essential condition 
for the revival of French trade, which has to be accom- 
panied by abundant credit. The French authorities will 
not be able to continue their cheap money policy if 
French savings continue to be invested abroad. It is 
desirable that French capitalists, in face of the courageous 
enterprise of the Chautemps-Bonnet Government, should 
recover confidence in the destiny of their country, and 
should give their support to the Government. 


German Banking 
By a Correspondent 


able to consolidate floating indebtedness to a total 

amount of Rm. 5-8 milliards. It is generally 
expected that in the course of August a further con- 
solidation loan will be issued, bringing the total to some- 
thing like Rm. 6} milliards. The issue of such consolida- 
tion loans pre-supposes a corresponding accumulation of 
capital. During recent times there has also been an 
increased number of private issues. The position of 
banks and insurance companies was affected to no slight 
degree by this accumulation of capital. The following 
table, showing the security holdings of banks and 
insurance companies, was published in the half-yearly 
report of the Reichscredit-Gesellschaft. It includes not 
only stocks of Governments and other public corporations 
but securities of every kind. It does not therefore 


Sane 1935 the Government of the Reich has been 
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indicate the extent to which these institutions have taken 
over consolidation loans. 


Security Holdings of the German Banks and Insurance Companies. 
In millions of Rm. at the end of April, 1928 ~—-1933 1936 1937 





Reichsbank .. v is ms 94 317 559 416 
Golddiskontbank .. - - 260 157 272 254 
Six special banks* .. 3 Ais 46 139 263 308 
State banks .. - ‘4 a3 144 85 416 456 
Girozentralen ahs ies is 156 230 929 880 
Savings banks ‘ es 5 978 1,763 3,855 4,235T 
Five leading Berlin ba anks we 131 622 722 712 
Fifteen other banks oe os 11g 161 306 313 
Municipal banks... A a 33 49 118 153T 
Insurance against sickness and 
accident .. re su is 412 872 1,701 2,127} : 
Life insurance a - si 204 557. +~+1,190 _—‘1,353t 
Total .. -. 2,577 4,952 10,391 11,207 


* Deutsche Rentenbank-Kreditanstalt, Deutsche Bau- und Boden- 
bank, Deutsche Verkehrs-Kredit-Bank, Bank der deutschen Arbeit, 
Bank fiir deutsche Industrie-Obligationen, Diskont-Kompagnie. 

+ End of December, 1936. 

t End of February, 1937. 


It is well known that the German banks have in 
recent years taken up considerable amounts of bills. 
As far as the Reichsbank is concerned, this is the result 
of the more active part it has come to play in the credit 
system. in the case of the other banks, however, the 
increase was the result of the accumulation of newly- 
created capital. In addition, the thawing of formerly 
frozen industrial indebtedness also played an important 
part. Repayments of old industrial credits enabled the 
banks to reinvest the funds in easily-marketable securities. 
The increase of their deposits places additional resources 
at their disposal. During the five years ended April, 
1937, the holding of bills, including Treasury bills, of 
the five big Berlin banks, increased from 20-1 per cent. 
to 39:2 per cent. of the balance sheet total. Their 
security holdings increased from 7-4 per cent. to 8-8 per 
cent. On the other hand, loans on advances declined 
from 51-3 per cent. to 38-6 per cent. and acceptance 
credits from 9-3 per cent. to 2-5 percent. The following 
table shows the holdings of bills and Treasury bills of 
German banks. 
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Bill Holdings of the German Banks. 





In millions of Rm. at the end of April, 1928 = 1933 1936 1937 
Reichsbank .. 3 ica -. 2,494 3,149 4,423 5,152 
Golddiskontbank (excluding pro- 
missory notes) .. hi Pye 6 273 750 656 
Six special banks .. Fe i II4 299 932 821 
State banks .. ea ei re 508 663 g86 I,0gI 
Girozentralen ss ng a 182 341 1,506 1,874 
Savings banks ss bia “a 287 158 454 509* 
Five leading Berlin banks .. 2,228 1,699 2,374 3,156 
Fifteen other banks a nee 381 374 449 610 
Municipal banks .. é< ii 221 120 140 158* 
Total .. .. 6,421 7,076 12,074 14,027 


* End of December, 1936. 

The note issue has expanded during recent years in 
accordance with the increased trade activity. At the 
end of July it exceeded, for the first time, the figure of 
Rm. 7 milliards, inclusive of token money. The per- 
centage increase compared with 1928-29 is, however 
larger for Great Britain and France and for the U nited 
States than for Germany. Compared with 1934 the 
increase in Germany is about the same as that of Great 
Britain and the United States. 

The last two weeks have witnessed a considerable 
increase in the turnover in bank shares on the German 
bourse. At the beginning of this year the transfer of 
Deutsche Bank shares to private ownership had already 
been completed, and the Commerz-und Privat-Bank, the 
third largest of the German branch banks, has now also 
nearly attained that end. Out of its share capital of 
Rm. 880 millions, Rm. 7 millions to Rm. 8 millions are 
still held by the Gold Discount Bank. Even this small 
amount is expected to be transferred shortly to private 
ownership. The situation is less favourable concerning 
the Dresdner Bank, but even in the case of this institution 
it has been possible recently to transfer shares amounting 
to several million Reichsmarks from public to private 
ownership. There has also recently been a change in 
the ownership of the Berliner Handels-Gesellschaft shares. 
The block of Rm. 4 millions to Rm. 5 millions which was 
placed with American banks in 1931 through the inter- 
mediary of the Hamburg banking house of M. M. Warburg 
& Co., has now been repatriated in Germany and has been 
placed in small blocks with private interests and 
industrial clients of the bank. 
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International Banking Review 


HOLLAND 
W Y HILE two years ago the main problem of Dutch 


banking was to cope with the situation created 

by the flight from the guilder, at present the 
main banking problem is to cope with the situation 
created by the embarras de richesse that prevails in the 
Amsterdam market. The repatriation of Dutch capital 
which took refuge abroad before the devaluation was 
long ago completed, and since then there has been an 
almost uninterrupted influx of foreign refugee funds. 
Apart from direct transfers from France, a fair amount of 
French balances have been transferred from New York to 
Amsterdam for fear of American anti- ‘hot money ” 
measures. Moreover, ever since the accentuation of the 
weakness of the French franc, fears of its repercussions 
on Belgium have led to a certain amount of transfers of 
funds, Belgian and foreign, from Brussels to Amsterdam. 
As a result of these movements the gold resources of the 
Exchange Equalisation Account continue to increase. 
Even though part of the influx has been sterilised, money 
market conditions have become extremely easy. 

Dutch banks find it increasingly difficult to employ 
their liquid resources profitably. The volume of Treasury 
bills has declined by about half since the beginning of 
this year, and Treasury bill rates are now in the vicinity 
of } per cent. Even at that rate they are almost un- 
obtainable. Fortunately the improvement in Dutch 
trade has enabled the banks to employ part of their 
funds profitably in loans to customers. Even so, the 
low bill rates and interest rates in general are causing 
concern in banking circles and the increase in the trend 
of deposits is not viewed with much favour. 


AUSTRIA 
The Austrian Creditanstalt has recently published its 
balance sheet. It contains one item which has caused 
a certain amount of comment. The “ Profit and Loss ”’ 
account showed an exchange loss of Sch. 4,664,000 
resulting from currency depreciation. It is understood 
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that this loss is not due to current foreign exchange 
activities of the bank, which, as in previous years, 
continued to show a profit. It was the result of the 
devaluation of the Swiss franc, which affected the Bank’s 
large holdings in Fanto oil interests. This oil trading 
company, with affiliates in various Central and Eastern 
European countries, is under the control of a Swiss 
parent company which, in turn, is controlled by the 
Creditanstalt. As a result of the devaluation of the 
Swiss franc it has become necessary for the Bank to write 
down its holding of Fanto assets. 


HUNGARY 

There have been signs of distinct improvement in the 
Hungarian economic position in general and in the 
banking situation in particular. One of the signs of the 
increasing confidence is the application of the Hungarian 
Commercial Bank for permission to introduce its shares 
for quotation on the Budapest bourse. It is understood 
that other banks will also take similar steps and dealings 
in their shares may start fairly soon. It was during the 
crisis of 1931 that the quotation of bank shares was 
suspended for fear that heavy falls in them might increase 
the wave of distrust on the part of depositors. This 
measure of precaution, which was justified at the time, 
is no longer necessary, since bank deposits stopped 
declining a long time ago and there is a tendency towards 
a gradual increase. 

ALBANIA 

A new bank has been established in Tirana under the 
name of the Albanian Bank of Agriculture, with a 
nominal capital of 10 million gold francs. It will begin 
operations with an initial paid-up capital of 2,800,000 
gold francs, which the Bank is to receive from the 
Albanian Government free of interest and repayable by 
instalments spread over 50 years, beginning in 1942. 
The Bank is ag to open provincial agencies all 
over the country. Its activities will be regulated by the 
plan elaborated by Dr. Frigione, Director of the Agrarian 
Department of the Banco di Napoli. Owing to its 
limited capital resources, the Bank will not give loans 
larger than 1,000 gold francs to any one customer. 
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SWEDEN 


A marked event in the Swedish banking situation in 
July was that the excess of advances over deposits, 
which is a characteristic feature for the Swedish 
banks, turned in July into a deposit surplus. The 
surplus of advances over deposits reached its highest 
record in 1931 with Kr. 814 millions, but has since 
gradually declined until it averaged Kr. 158 millions in 
1936. The decline continued in 1937 to Kr. 12 millions 
in June, and turned into a deposit surplus of Kr. 91 
millions in July. Various reasons account for this 
development, the chief reason being the superabundance 
of liquid funds. Seasonal reasons are a substantial 
decline of advances partly on account of redemption of 
outstanding bills by Swedish exporters, partly through 
a new contraction of loans against securities. At the 
same time time-deposits show a strong rise on account 
of the crediting of half year’s interest payments. This 
has resulted in an increase of deposits by Kr. 60 millions 
to a total of Kr. 4,119 millions, and this increase includes 
one of Kr. 47 millions in time-deposits. Advances have 
contracted by Kr. 42 millions to a total of Kr. 4,028 
millions. Of this last decrease discounted bills account 
for Kr. 19 millions and loans against securities for 
Kr. 12 millions. Characteristic of the abundance of 
money is a comparison of the present figure of loans of 
this kind of Kr. 563 millions with the high record of 
Kr. 1,280 millions, which was reached in 1930 when 
speculators resorted to large bank borrowing to finance 
their operations. Cash holdings of the joint-stock banks 
rose further in July, and reached a total of Kr. 808 
millions, the bulk of which, i.e. Kr. 563 millions were 
held on current account at the Bank of Sweden. The 
gold reserve of the Bank of Sweden showed the usual 
Boliden gold influx, and stood at the end of July at 
Kr. 466 millions. On the other hand, the Bank’s 
holding of foreign State bonds has considerably increased, 
from Kr. 31 millions to Kr. 52 millions. Since the bulk 
of these investments are British gilt-edged stocks, the 
fact that the Bank’s Management has found it opportune 
to increase the Bank’s holding of British stocks seems 
to indicate that for the moment the possibility of an 
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appreciation oi the Swedish krona against the pound 
sterling is not imminent. 

A noteworthy event in the Swedish banking world is 
the retirement of the present chief of the Swedish 
Banking Inspectorate—a governmental supervisory body 
for the joint-stock banks—Mr. Krusenstjerna, and the 
appointment of Mr. S. Lindeberg as his successor. Mr. 
Lindeberg is a prominent Swedish lawyer, known for the 
successful liquidation of the assets of the Kreuger & Toll 
bankruptcy, in which capacity he has during the last 
few years conducted extensive negotiations with Swedish 
and foreign banks. Having a reputation of strict im- 
partiality “and indepe ndence, he enjoys the confidence of 
the Government as well as of the banks. 


JAPAN 

As was stated in the August issue of THE BANKER, 
the Bank of Japan has revalued its gold reserves, which 
now stand in its books at 290 milligrammes of gold per 
yen instead of the former value of 750 milligrammes per 
yen. The new price is about 10 per cent. below the world 
price of gold. It was considered advisable to allow such 
a margin, for the devaluation of the price of gold to the 
full world price would convey the impression that while 
there could be no question of any appreciation of the yen 
there was still a possibility of a depreciation, and therefore 
it would act as a bear point. As it is, in theory at any 
rate, it is possible for the yen to appreciate to the extent 
of 10 per cent., so that there is a theoretical risk attached 
to being short in the yen. 

As a result of the operation, the gold reserve of the 
Bank of Japan, which prior to the operation stood at 
Y. 494,622,000, has been written up to Y. 1,279,194,000. 
This gives the Government a net profit of Y. 784,572,000. 
The total profits from the revaluation of the gold reserves 
of the Bank of Japan, the Bank of Formosa and the 
Bank of Chosen, is estimated at Y. 810 millions. Of this 
Y. 210 millions will be used for the redemption of the 
Government’s debt to the Bank of Japan, contracted 
through the Government’s gold-buying operations, leaving 
a net profit of Y.600 millions. Reports that a large part 
of the surplus gold thus obtained will be used for ship- 
ment to the United States are believed to be premature. 
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Some Recent Australian Branch 
Banks 


By Professor C. H. Reilly 

NCE again we have a series of new Australian banks 
() to consider. The more sparsely populated a great 

country is the more newspapers it seems to have, 
doubtless because in most places, if there is to be a 
newspaper at all, it must be produced locally. Why, 
however, when England is content with six great banks 
with branches everywhere, Australia should have ten is 
not so clear. In her big towns these banks have vast 
headquarters buildings often in what we should call 
skyscrapers even if they would not all rank as such in 
America. Some of these we dealt with a few months 
ago. To-day we return to some of their smaller branches 
up and down the country, but it will be understood not 
branches in closely knit country towns or villages such 
as we are fortunate in possessing. Their banks all seem 
to stand on open suburban sites, and however dignified 
in themselves, as likely as not have a wooden shack 
with a metal roof on either side of them. The sense of 
neighbourliness which we cultivate almost by instinct 
in our urban buildings must not therefore, as I have 
pointed out before, be expected in these Australian ones. 
When we find anything at all lovable and friendly-looking, 
as we shall occasionally, it is therefore all the more 
praiseworthy on that account alone. 

The Commercial Banking Company of Sydney erected 
such a building last year at Barellan, in Central New 
South Wales, some 300 miles from the coast. This is a 
dry and dusty little place with, I am informed, tem- 
peratures ranging from 40° F. to 110° F., and with no 
water, electricity or sewerage services yet available. 
Some form of metal roofing was necessary therefore both 
for collecting water and because, so the bank says, “ of 
the intensity of the hailstorms.’”’ I suppose the hail 
would break any ordinary tiles or slates, but, if so, what 
a din it must make on a metal roof! Altogether to our 
prejudiced British notions Barellan, it must be confessed, 
does not sound a very pleasant spot. All the more 
credit then to the architect, Mr. William Laurie, B.Arch. 
of Sydney, for producing so inviting a little building. I 
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hope, as an old teacher of architecture, some of his 
success is due to the university course in architecture his 
B.Arch. degree indicates. His strong rectangular little 
building in brick, with its balanced arrangement of 
shuttered windows and simple brick piers about its big 
central doorway and opening over, and with its sym- 
metrically hip ped roof with good overhang, certainly has 
dignity, a dignity in strange contrast to the shacks on 
either side. One would not guess such a building was a 
bank at all in this country. Only the big central doorway 
with its moulded architrave and hanging lamp would 
give one any indication of some public purpose. The 
shuttered windows even on the ground floor are pleasantly 





trchit [Mr. William Laurie 
BRANCH OF THE COMMERCIAL BANKING COMPANY OF SYDNEY AT 
BARELLAN, NEW SOUTH WALES 


domestic, and so are the chimneys. The recess above 
the door would be rather a puzzle. All these things, 
however, are explained by the excesses of heat and cold. 
The sun must be kept from windows even if they are not 
domestic ones, and with the thermometer at I10° it is 
clear there must be a sleeping porch for the manager if 
he is to exist at nights under a metal roof. Hence the 
recess over the doorway. It gives to an open space on to 
which a bed can be wheeled. The chimneys are clearly 
for fires when the thermometer is at the other extreme. 
Considering all these complications I think Mr. Laurie 
is to be congratulated. He has not, however, attempted 
a modern solution to his problems. He has employed 


AA 
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Georgian sash windows and classical proportions through 
out. In that way he made his problem no doubt so much 
the easier and in a sense may be said to have avoided 
its chief difficulties. Yet, just as American architects ot 
the last generation, like Charles Follen McKim, felt 
justified in introducing Italian palace motives into the 
United States because there was so little architectural 
background to their country, for the same _ reason 
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Vv , Stephenson, Meldrur 


BRANCH OF THE COMMERCIAL BANKING COMPANY OF SYDNEY AT 
SINGLETON, NEW SOUTH WALES 


Mr. Laurie may have felt he was justified in introducing 
our English Georgian ones into this out of the way section 
of Australia. One cannot help wishing, however, that as a 
voung architectural graduate he had been a little more 
venturesome. 

Messrs. Stephenson, Meldrum and Turner, architects, 
both of Sydney and Melbourne, in spite of the established 
condition they appear to be in, have been much more 
adventurous in their little branch for the same bank at 
Singleton, which is a similar dusty little township with 
the same extremes of heat and cold. Singleton ap- 
parently has not such large hailstones and a tile roof 
has been possible, but in the sort of modern cardboard- 
looking building which these architects have designed one 
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wishes it had not been. A plain metal roof, such as the 
previous building had, would have suited better their 
plain plastered surfaces. I think one would have no 
doubt that the lower halt of this little structure was for 
business purposes and that the upper was for living in. 
When one has said that, however, one has said nearly 
everything except the important thing, that the pro- 


Mess) Joseland Gilling 


BRANCH OF THE UNION BANK OF AUSTRALIA AT YOUNG, 
NEW SOUTH WALES 


portions are not unpleasant. It is a pity with so small a 
structure it has so many lines drawn over it. It looks, 
as a result, a little like a child’s doll’s house, and in spite 
of the i imposing title “* The Commercial Banking Company 
of Sydney Ltd.” drawn across it, a little unreal to English 
eyes. Still it is an honest solution of its difficult pro- 
gramme and in a more or less contemporary manner. 
The Union Bank of Australia submits two photo- 
graphs, one of a rather charming Victorian-looking 
building in brick and stone, with all the flounces and 
furbelows of that era, at the strangely named town of 
Young, New South Wales, and the other a very stark- 
looking structure in what looks like artificial stone and 
glass at Swanston Street, Melbourne. The former was 
AA®Z 
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BRANCH OF THE UNION BANK OF AUSTRALIA AT SWANSTON 
STREET, MELBOURNE 
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built in 1934 by Messrs. Joseland and Gilling, architects 
of Sydney, and the latter in 1936 by Messrs. W. and R. 
Butler, architects of Melbourne. It is at least interesting 
to see a hundred years telescoped into two by the same 
bank. If in 1934 the widely-spaced windows with the 
little panes were suitable to banking business, how 
comes it in 1936 great plate- glass windows some twenty 
feet high are needed ? It is indiscreet of course to ask 
such a question. One might as well ask a convert to a 
new religion the details of how he saw the light. Looking 
dispassionately at the two, the Victorian suburban villa 
and the modern cinema, I cannot really say which I prefer 
as a bank. Both seem to me unreal. The Victorian 
villa certainly shows much more knowledge of standard 
detail just as a piece of embroidery shows more know- 
ledge of stitches than a plain piece of needlework. | 
should think the ground floor banking offices in the 
Victorian villa are very dark and the bedrooms above 
a little stuffy, though of course on these open sites they 
may have windows on other fronts and cross ventilation. 
If, however, one looks at both buildings as pieces of 
scenery unrelated to their use, there is no doubt which 
is the pleasanter. The Victorian villa sets itself out to 
charm with its great central arch, its Corinthian columns 
and its frieze of swags probably from the Temple of 
Vesta at Tivoli by way of the old Lady of Threadneedle 
Street. Perhaps, on the other hand, one would have 
more confidence that one’s cheque would be correctly 
cashed in the bleak, but well-lit, interior of the cinema 
building. The fact is, one cannot properly or fairly 
judge any buildings from the outside only, particularly 
ones like these, with a special problem of their own. 

The " unilton branch of the Bank of Australasia, by 
Messrs. A. & K. Henderson and Partners of Melbourne, 
is eae ha Victorian villa but not quite such a charming 
one. For one thing, this is not so completely unified as 
the Young building. There is a different scale between 
the upper windows and upper porch and the lower 
windows and the big central door, the pilasters of which 
have no relation in size or character to the little columns 
of the sleeping porch above them. The bank windows 
here apparently do not require shutters though the 
bedroom ones still do. In spite, nevertheless, of this 
admission of their different function, the bank windows 
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BRANCH OF THE BANK OF AUSTRALASIA AT HAMILTON 
VICTORIA 





BRANCH OF THE BANK OF AUSTRALASIA AT DENILIOUIN 
NEW SOUTH WALES 
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still have the small Georgian panes which I would remind 
the architects the Victorians were beginning to enlarge. 
[his building looks very much better in a photograph 
which shows side and front together. It is nearly a 
square structure and there is another sleeping porch on 
the centre of the return flank, and curiously enough 
there are shutters to all the ground floor windows. Both 
those facts give a much greater sense of unity. What is 
the explanation? I see the second photograph is of the 
Deniliquin branch, and that the architects have repeated 
their design almost exactly, a thing permissible perhaps 
in a country of vast open spaces, but one which would be 
looked a a little askance here. 

The National Bank of Australasia sends a photograph 

of the front of a brick branch at Taree, New South Wales. 
Once again one cannot say whether it is a fair solution or 
not from a single front view photograph. One can only 
say that the ground floor storey, with all the grilles to the 
windows and the nails to the door, looks like the lock-up 
part of a police station, and that if the upper storey with 
the set-back balcony, presumably again for a bed in 
hot weather, is a domestic one, one wonders why the 
windows are so low when there is so much top- hamper 
and therefore space above them. I am afraid this is a 
deliberate piece of facade making by the architects, 
Messrs. Robertson, Marks & McCreedie. Judged as that, 
just as one might judge the way a boy has used his box 
of ready-made nursery bricks, complete with columns, 
one would say that this is a rather dull heavy 
piece of work. The colour of the bricks which are said 
to be mottled may make some difference, but a classical 
design should not require mottled bricks to set it off. 
Such things are for plain surfaces, not for compositions 
of pilasters, architraves, friezes and all the rest of it. 
The Greeks, by carefully rubbing down their marble or 
by covering their limestone with marble stucco took the 
utmost pains to remove all variety of texture from their 
buildings. No, I am afraid Messrs. Robertson, Marks 
and McCreedie must think again. Mottled bricks will 
not explain or excuse their piece of scenery to-day when 
even as scenery it is not very good. 

The Queensland National Bank sends its Lismore 
branch, New South Wales, by Mr. F. J. Board, architect, 
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in conjunction with Mr. V. S. Miller of Lismore. This is 
another classical composition, this time in plaster. Never- 
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Vessrs. Robertson, Marks & McCreedte 


BRANCH OF THE NATIONAL BANK OF AUSTRALASIA AT TAREE, 
NEW SOUTH WALES 


theless it, too, looks like an erection from a box of bricks, 
rather coarsely made German bricks, such as were inflicted 





AUSTRALIAN BRANCH BANKS 311 


S onmeasachild. The cornice is clearly too heavy with too 
. little detail to its soffite for such strong reflected light, and 
the columns are too long and thin for the piers against 
which they stand. The bands, two-thirds of the way down 
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Architect Vr. F. J. Board in conjunction with Mr. V. S. Miller 


BRANCH OF THE QUEENSLAND NATIONAL BANK AT LISMORE, 
NEW SOUTH WALES 





like slipt garters, are not stone detail at all such as the 
rest presupposes, but wooden or cast iron; this is not a 
5, happv building. The Americans have done this little 
d Temple of Mammon type of bank so very much better 
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as has Mr. Mitchell ot Glasgow, to mention some on 


nearer at hand, that with photographs to-day in all th 
technical journals there is very little excuse for such a 
provincial version of the old classical formule even in th 
depths of Australia, and I gather Lismore is hardly that, 
and that Mr. Board at least comes from somewhere els: 
Che Commercial Bank of Australia sends its Welling 
ton Branch, New South Wales, by Messrs. Carleton and 
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Carleton, architects of Melbourne. If the Lismore bank 
we have just been looking at was a little classical temple, 
turned not too skilfully to other purposes, this is a little 
classical triumphal arch treated in a similar manner. The 
actual arch has been removed and a couple of [onic 
columns introduced in its place. Still, there is the effect 
of a great gateway leading somewhere until one comes 
up, very abruptly, against the projecting circular balcony 
between the columns. I am afraid we have never had 
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an example before which better shows the unreality of 


this playing with the motives from Ancient Rome and 
calling the result a bank. In England we are beginning 
to grow out of this rather childish game of make-believe, 
though I could still point to some almost equally silly 
things. I hope Australia will soon abandon them too. 
With photography the architectural world is one to-day. It 
should be as easy, easier in fact, to put up a really modern 
building in a comparatively new country than here. 


Vessrs. E. H. McMichael 


BRANCH OF THE BANK OF ADELAIDE AT MANNUM, 
SOUTH AUSTRALIA 


The Bank of Adelaide has sent a curious building 
which interests me very much. It looks like a half- 
ruined Italian palazzo to which has been added a modern 
wing with sleeping porches. Still, it is a good building 
with more individuality and character, even if not 
contemporary character, than most of these we have been 
looking at. It is at Mannum, on the River Murray about 
150 miles from Adelaide, on the side of a cliff, and has 
been designed by Messrs. E. H. McMichael and Harris of 
Adelaide. The exposed brick chimney to a stone or plaster 
building in what I call in my ignorance the sleeping porch 
addition, and bric k quoins to the windows at the back, give 
unfortunately the impression that the money ran out 
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TOTAL ASSETS ‘a + £64,390,674 0 0 


HEAD OFFICE: 343 GEORGE STREET, SYDNEY. 
General Manager - C. DARVALL. 


LONDON OFFICE: 18, BIRCHIN LANE, LOMBARD STREET, E.C.3. 
Manager - V. B. JONES. 


434 Offices and Branches in New South Wales, Queensland, Victoria, South Australia, and 
Federal Capital Territory. Agencies throughout Australia and New Zealand and all other 
parts of the world. 

Drafts payable on Demand and Letters of Credit are issued by the London Office on the 
Head Office, Branches and Agencies of the Bank 


Bills on Australasia negotiated and collected. Remittances cabled and mailed. 
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before the additions were finished, but that only adds to 
the countrified Italian eftect. I fancy if one looked at the 
photograph with a magnifying glass one might find the 
detail of the solid portion a little coarse for real Italian 
work. They were such artists, those Renaissance builders, 
even in the country. I confess this building, however, in- 
trigues one. Would it improve on further acquaintance ? 
The top of the chimneys gives me the same doubt that 
the wrong lipstick or nail colour sometimes does. 


tect Commonwealth Department of ine in 
BRANCH OF THE COMMONWEALTH BANK OF AUSTRALIA AT 
MAROUBRA JUNCTION, NEW SOUTH WALES 

Lastly, we come to the Commonwealth Bank of 
Australia and the Maroubra Junction and Windsor 
branches. I have saved these to the end because the bank 
has written to say about its buildings—note the phrase- 
ology—‘* No one man is responsible for either the design or 
completion. The embryonic stage and outline is first for- 
mulated by officers of the bank (Bank Premises Depart- 
ment), thence to the Department of the Interior where 
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THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835, 


Paid-up Capital - - - - £4,500,000 
Reserve Fund - - - - £2,475,000 
Currency Reserve - - : - £2,000,000 
Reserve Liability of Proprietors under the Charter £4,500,000 


£13,475,000 


COURT OF DIRECTORS : 


p. F. ANDERSON, Esq. F. V. C. LIVINGSTONE-LEARMONTH, Esg., D.S.O. 
7 Mgcctircy Ma GIBBS RIGHT HON. THE EARI, OF MIDLETON, K.P., P.C. 
J. F. G. GILLIAT, EsgQ “— PEP me 

EDMUND GODWARD, Es. HORACE PEEL, EQ. 

KENNETH GOSCHEN, Esq. SIR JOHN SANDERSON, K.B.E. 

¢. G. HAMILTON, Esq. ARTHUR WHITWORTH, Eso. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Credits, Circular Notes and Travellers’ Cheques available 
in all parts of the world, Deposits received at interest for tixed periods on terms which may be 

ascertained on application. 





—— oe 


THE UNION BANK OF AUSTRALIA, 


ESTABLISHED 1837. LIMITED 
CAPITAL AUTHORISED AND ISSUED ... $12,000,000 
CAPITAL PAID UP 4,000,000 
RESERVE, FUND £3,250,000 s tosether - s+ £7,250,000 
CURRENCY RESERVE ae $1,600,000 
RESERVE LIABILITY OF PROPRIETORS £8,000,000 


Head Office: 71, CORNHILL, LONDON, E.C.3. 
Manager—F. H. McINTYRE. Assistant Manager—C. E. MURCH. Secretary—C. R. PEARSE. 
BRANCHES THROUGHOUT AUSTRALIA AND NEW ZEALAND. 


Drafts upon the Branches are issued by Head Office, and may also be obtained from the Bank's Agents throughout 
En ngland, Scotland and Ireland. Commercial and Circular Travelling Credits issued available throughout the world. 
Telegraphic remittances are also made Bills on the Australian States and Dominion of New Zealand are purchased 
r sent for collection. Deposits are received at Head Office at rates of interest and for periods which may be 
ascertained on application. 





THE BANK OF ADELAIDE 


(Incorporated, with ited liahi in Australi 
Established 1865 


The Bank of Adelaide invites inquiries regarding business with Australia. 
Its chief offices are at ADELAIDE (South Australia), MELBOURNE (Victoria), 
SYDNEY (New South Wales), PERTH (Western Australia), BRISBANE (Queensland). 
BILLS on Australia purchased or collected. 
DEPOSITS received for fixed periods at rates to be ascertained on application. 
DRAFTS and LETTERS OF CREDIT issued and REMITTANCES cabled. 
LONDON OFFICE: 11, Leadenhall Street, E.C.3. 
A. BUTTERWORTH, Manager 
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r sometimes three architects delineate in colla 
boration with the officers of the bank, in which quarter 
nal adjustments are made.’ Just so. The buildings 
fhe detail, collected it is clear from various 
sources—Egypt, Ancient Greece, modern France—is either 
spread further out as in the centre feature of the Windsor 
branch or squashed closer up, as in that of the Maroubra 
Junction branch. Last time in discussing their Grafton 
branch, a much better designed building than either of 
these, I said “‘ no department can design anything, ’’ mean- 
ing that a design, to have any real character and 


the Interior 


BRANCH OF THE COMMONWEALTH BANK OF AUSTRALIA AT 
WINDSOR, NEW SOUTH WALES 


consistency, must be substantially the work of one mind. 
In an architectural partnership this is always the case. 
The bank objected to this statement, which I still main- 
tain is true, and this time wants me to make it clear, 
that these buildings of theirs are the work of a group of 
men and represent the compromise solutions such com- 
mittees inevitably end in. Very few things can be done 
well by a committee. A work of art is certainly not one 
of them. These two buildings the bank is anxious to 
explain are committee made. Clearly they look it. 
There is no more to be said. 








